7 n£i BBA Ubor review meetings 

Cross, Michael 



Senti 19May2008 15;4B 

To: Tucker, Paul} 

Co 

Original Message—-- 

To: Cross, Michael; 

Suliect; Be: BBA LIbor review meetings 

(. .)„ you Ml «M P' ««- ■" ^ m 

Thanks 
Paul 



Sent; 20 May 2008 13:44 

To: Tucker, Paul 

Cci (Sieve, John; Umax, Rachel; 



Paul - could Tim write to tne Governor please. 



— Original Message— 

From: Tucker, Paul 

Sent: Monday, May 19, 2006 8:S8 PM 

Co: Gleve. John; Ubmax, Rachel; 
Subject: Dollar llbor 



1 Bill dudley called this evening at tlm's request 
-tim writes to the G, who passes to bba 

-tim writes direct to bba - - 



-tim writes to Q cc bba 
~tlm writes to bba ccG 

-variants of above Involving bill dudley and me 

Tim v open to guidance on this Perhaps we shd briefly discuss. 

On substance we didn't discuss much except^ 

libor fixing) at 4pm, ^ ^L ^^^ m g\ e^ig^gco^traots^cl continue to use 1 1am fixing^ New ones eld 

, Some rec—tlons re governance ^d audi, but I don, .now what « that they don't disclose 
* rates submitted by outer quartllea to avo.d sl.gma 



Paul 



Call with John Ewan, BBA 



Sentt 20 May 2008 16:06 
To: Tucker, Paul; Cross, Mfchaal 
Cci Markets - EO Office 

Apologies that this came too late for the call with Knight,: but I finally got through to Ewan. 

- Readout from yesterday's meeting with banks is that evolution rather than revolution is most likely for Libor 

- BBA don't expect a root and branch review. Ewan said - off the record - he expected there would be a 
clarification of definition plus some BBA education roadshow. 

- Also, BBA would like panel banks to have to defend submissions at their Money Mkt and FX Committee, if 
they receive complaints. 

\ - Anything more than clarification would probably be proceeded by a wider consultation (that was what 
; happened following the significant previous change In definition In 1 998). 

* ■ Ewan is meeting LIFFE to discuss exchange-traded SOMA derive (the same people we know from MMLG, 
) who are coming in to the Bank next week) 



on behalf of Angela Knight 
[angela-kntghtt 

mil zi May 2008 »:« 
toi Tucter, Paul - 

Attachment*! ntlnutes af Masting 19 Ms/ ^Ldoc K8) » BBAai ffawsut 



******** tt,«ii m fc vlathflInternfltoranexiefflaii»W OIK 

Paul, 



v v J discussion. 

I lookfofwardtospsaWngtoyousoon. 



Angela 

Angela Knight CBE 
Chief ExeputlvQ 



Pinners Hall 

1QB-1 OB Old Broad Street 
■.London EC2M 1EX 

Tel: ^ 

E-malbaooslaMtilt! 
Watislte: yfvmfil ,ba - arqJJit 



S9A Enterprise LW;Nfi9 f * 9 f 
aalntamstoommuntaationsirsr 

bualnaas reasons- 



' .on behalf of Angela Knight 

[angela.knlghfc 

Sent; Zl May 20Q8 16:52 
7oi TUcfrar, Paul 
Sensltiiriiy: COnftdantfa! 



■"W -^iruivisni r ;l »' 



This email has reached tife Bank via the taternst or aaextemd MWork 

Paul, 

Further to my earlier email on LIBOR, here are the outetanding points for decision:- 

done In the dark by two banks? Shoufd cash produced tnrougn a currency w«h 
allowed? _ 

Issssssssssssr 

process? 

a way of ensuring this. 



Angela Knight C3E 
Chlaf Executive 



British BanKara 1 Association (BBA) . „ 
Tha voles of banking a/td financial swwws 



Pinners Hail 

105-108 Old Broad Street 
London EC2N 1EX 

Tel: 

E-mail: sing.alL.toiflEir 
Website: M,J&8£i&s!s 



on 



behalf of Angela Knight 



[angela-knlghKi 

Toi tticter, Paul 




. — rrs--—^- 



Ragardcs 



Angata Knight CSE 
ChtetBtecutWft 



) London EC2N1EK 



Website: smaffl^aaK^ 
£50bn to t/i« economy, ana ro^ 

_ - ---.sssft^^s---- 

as tntemit communications »• » 



Tucker, Paul ' 

Sent; 28 May 2008 16:36 
W 

Cc: Cross, Michael; 



Umax, Rachel; . Fisher, Paiil; Qteve, John; 



something substantive then 

but I «U say '^^*S^,SrtSiw ordlscourage) 

they're In dialogue with fed and bofe < I awn i wnc y PnCQUraa ad them 

community commenting ■ ■ ■ - 

..u, . an «rfHm S teeterbefored80tdlngwhethertogiveaWbbaaci9ar8i ee r 

Paul 




Sent: Friday 30 May 2008 19:06 i^J^ytf 
To: Governors • OPS i 4 

Subject: FW: Result of BBA review: just "strengthening the oversight of BBA Ubor" 

Gov's o/n's please 

— Original Message — 

From! Cross, Michael 

Sent! Friday, May 30, 2008 6:35 PM 

Te* l 

Ccs Ffshar, Paul; ........ 

Subject: FW: Result of BBA review: just "strengthening the oversight of BBA Libor 

Tba of the BBA's Libor announcement 

— Original Message — 
) From: 
Sent! 30 May 2008 18:16 
To: Markets - £ & FC Money Markets 
Subject! Result of BBA review: just "strengthening the oversight of BBA Libor" 

I can't spot any superficial changes to setting process, let alone more substantial. There has not even bssn 
any change to the composition of any of the panels (including the USD one), 

And I can't detect any price reaction. 



Individual Contributor Panel Banks are selected by the BBAs FX and Money Markets Advisory Panel after 
private nomination and discussions with the BBA UBOR Steering Group, on 1he basis of reputation, scale of 
activity in the London market and perceived expertise In the currency concerned, and giving due 
consideration to credit standing. 

) htip://«niw.bba.oro.uWbbe/fsp/p? lQpnlv-fsp?da145&a*13777 

:) 

In accordance with the BBA LIBOR Definition the British Bankers* Association (BBA) has 
completed its review of the composition of the BBA LIBOR Contributor Panels. These are the banks 
that contribute to the BBAs LIBOR rate-setting process. 



The composition of the Australian Dollar (AUD), Canadian Dollar (CAD), Swiss Franc (CHF), 
Danish Krone (DKK), Euro (EUR), Sterling (GBP), Japanese Yen (JPY), New Zealand Dollar 
(NZD), Swedish Krona (SEK) and US Dollar (USD) Panels are as follows: 

Australian Dollar (AUD): 8 Banks 

Barclays Bank pic 
Commonwealth Bank of Australia 
Deutsche Bank AG 
HBOS 



30/05/2008 



Lloyds TSB Bank pic 



National Australia Bank Ltd 
The Royal Bank of Scotland Group 



UBS AG 



There has been no change in the composition of the AUD contributor panel 




C$mt&m I>oiUr (CAD): 12 



BankofMonlreal 
Barclays Bank pic 

Canadian Imperial Bank of Commerce 

Deutsche Bank AO 

HSBC 

HBOS 

JP Morgan Chase 
Lloyds TSB Bank pic 
National Bank of Canada 
Rabobank 

Royal Sank of Canada 

The Royal Bank of Scotland Group 

There has been no change In the composition of the CAD contributor panel. 



Barclays Bank pic 
CitibaokNA 
Credit Suisse 
Deutsche Bank AG 
HSBC 

JP Morgan Chase 
Lloyds TSB Bank pic 
Socl^Ci&te'rale 

The Bank of Tokyo-Mitsubishi, Ltd 
The Royal Bank of Scotland Group 
UBS AG 
West LB AG 

There has been no change in the composition of the CHF contributor panel. 

"Baffiksk Hre»@ IIHHD: 8 Basks 




Barclays Bank pic 
Deutsche Bank AG 
HSBC 

JP Morgan Chase 
Lloyds TSB Bank pic 
Rabobank 

The Royal Bank of Scotland Group 
UBS AG 



Mw-lmc (CHF): 12 Bonks 




30/05/2008 



There faas been no change in the composition of the DKK. contributor panel. 



EURO (EUR): 16 Basks 

Bank of America 

Barclays Bank pic 

CWbsnkNA 

Credit Suisse 

Deutsche Bank AO 

HBOS 

HSBC 

JP Morgan Chase 
Lloyds TSB Bank pic 
Rabobank 

Royal Bank of Canada 
Socttt$Ge"iie*rale 

The Bank of Tokyo-Mitsubishi Ltd 
\ The Royal Bank of Scotland Group 

f ) UBS AG 
^ West LB AG 

V There has been no change in the composition of the EUR contributor panel. 

Sterling (GBP): 16 Banks 

Abbe/ National pic 
Bank of America 
BNPPaiibas 
Barclays Bank pic 

Citibank NA 
Deutsche Bank AG 

HBOS 
HSBC 

JP Morgan Chase 

, Lloyds TSB Bank pic 

; ) Rabebank 

\ RoyslBank of Canada 

/ The Bank of Tokyo-Mitsubishi Ltd 

The Royal Bank of Scotland Group 

UBS AG 

West LB AG 

There has been no change in the composition of the GBP contributor panel. 




Bank of America 
Barclays Bank pic 
Citibank NA 
Deutsche Bank AG 
HSBC 

JP Morgan Chase 
Lloyds TSB Bank pic 



30/05/2008 




New ZealftBd Bolter (NZB): 8 Banks 



Commonwealth Bank of Australia 
Barclays Bank pic 
Deutsche Bank AG 
HSBC 

JP Morgan Chase 

Lloyds TSB Bank pic 

National Australia Bank 

The RoyalBank of Scotland Group 

There has been no change in the composition of Hie NZD contributor panel. 



Swedfefe Kroaa (SEK): 8 Banks 



Barclays Bank 
Deutsche Bask 
HSBC 

JP Morgan Chase 
Lloyds TSB Bank pic 
Rabobank 

The Royal Bank of Scotland Group 
UBS 

There has been no change in the composition of the SEK contributor panel. 



Bank of America 
Barclays Bank pic 
Citibank NA 
Credit Suisse 
Deutsche Bank AG 
HBOS 
HSBC 

JP Morgan Chase 
Lloyds TSB Bank pic 
Rabobank 

Royal Bank of Canada 

The Bank of Tokyo-Mitsubishi Ltd 

The Norinchukin Bank 




30/05/2008 



-TTiB~Royal Bank of Scotland-Group 



U B SAG 
West LB AG 

there has been no change in the composition of the USD contributor paael. 

Individual Contributor Panel Banks are selected by the BB As FX and Money Markets Advisory 
Panel after private nomination and discussions with fee BBA LIBOR Steering Group, on the baas oi 
reputation, scale of activity in the London market and perceived expertise in the currency concerned, 
and giving due consideration to credit standing. 

The committee will be strengthening the oversight of BBA LIBOR. The details will be published in 
due course. 

page display as pages 



For further information, please contact: 
- X Press Office ( 
. / Out of hours contact { 



) 



Notes to Editors: 



In accordance with the BBA LIBOR definition, the BBA has reviewed trie composition of the 
New Zealand Dollar, Swiss Francs, Sterling, Swedish Krona and US Dollars- 



market. 



Decisions on individual banks were taken on the basis of scale of activity in the London maricet, 
^SSmme currency concern 

Current and iotential panel members were asked to provide data confidentially to tlie BBA aooui 
activity. 

The decisions represent the composite judgement of the Advisory Panel and the BBA is unable to 
comment on any individual Panel or bank. 

The BBA is committed to reviewing the Panels at least annually. 

to top 



Post this to: ^ 

Del.icio.us J | Qigg8& I Reddjt# | Stumblsapa 



30/05/2008 



Transcript of Governor's written "comments on email for Friday 30 M«v 2008 entitled Result of 
BBA review: tot "strengthening the bversiditof r WrHrJor* 

Mr Tucker/Mr Cross, 

This seems wholly inadequate. What should we do? 

31/05/08 



libor 

igete-Knlght-fangela^nlghtr - 

Senti 31 May 2008 16:09 
To? fucker, Paul 



*******************^ 

This email has reached the Sank via the Internet or an external network 
Paul, 

I would like to update you if I may on what will be talcing place next week. 

Yesterdayffriday) we merely confirmed existing panels and then said we would be giving details of strengthened 
governance in due course. 

There was too much speculation to be abie to say more and the overarching committee have been made to sign 
confidentiality agreements. 

However I am not hanging about and hence aw nreference to speak to you before I speak to the Fed monday pm. 

I am available on my mob over the weekend . 

Regards 

Angela 

Angela Knight 

Chief Executive Officer 

British Bankers' Association 



This message has been sent from a BlackBerry Device 



Privileged/Confidential Information may be contained In this email and Is Intended only for the use of the addressee. If you are not the 
addressee, you may not copy, forward, discloss or otherwise use the Information. If you receive this email by mistake, please notify the 
sender Immediately and delate It from your computer. 

Any opinions expressed In this message and/or attachments are those of the author and do not necessarily represent those of the SBA or 
BBA Enterprises Ltd. Neither the BBA nor BBA Enterprises Ltd acoept responsibility for ohangeB made to this message after It was sent, 
as Internet communications are not secure. Replies to this email may be monitored by the BBA and BBA Enterprises Lid for operational 
or business reasons. 

Although this email and attachments are believed to ba free or any virus It Is the responsibility of the recipient to ensure that they are virus 
free. No responsibility Is accepted by the BBA or BBA Enterprises Ltd for any loss or damage arising In any way from receipt or use 
thereof. 

BBA Enterprises Ltd Is a limited company registered In England and Wales, Registered number: 3162B94, Registered office: Pinners Hall. 
105-108 Old Broad Street, London EC2N 1 EX. 



Visit our website: http://www.bba.org.ute 



This e-mail originated from the Internet and has been scanned for known viruses by the Messagelabs 
SkyScan Service. 



LIBOR recommendations 



Timoth/.Gelthnert . [Timothy.Geithneh 



Senti 01 Jure 2008 22:00 

To: King, Mervyn . 

Cc: Tucker, Paul 

Attachments: LIBOR Recommendations jS2708.pdr (20 KB) 



This email has reached the Bank via the Internet or an externa! network 



Please see message below which was sent last Tuesday, but you might not have received. Sorry for any 
Inconvenience this delay might have caused. 



We spoke briefly In Basel about the BBA's LIBOR regime, and you said you would welcome some 
suggestions. 

I have attached a list of recommendations prepared by my staff. We would welcome a chance to discuss 
these and would be grateful If you would give us some sense of what changes are possible. 

With best wishes. 




Mervyn: 



Tim 



JFhis e-mail originated from the Internet and has been scanned for known viruses by the Messagelabs 
jSkyScan Service. 



^SSIS^T for Ennan <*»g the CredMily of LIBOR 
t> kbny Markets and Research and Statistics Groups 

1. Strengthen governance and establish a credible reporting procedure 

BBA work^h fmUS M frf^y * «» rate-setting process, we recommend the 

d^h^r£^ m8 T^ lu ^ Spt0(ied ^ designed to prevent accidental or 
^BBAcouldrequkethata^ortingbank^intemaUnd 

bS LIBOR rlS t0 01856 b6St PraCtiCeS mi atteSt t0 &e accuracy of 

% J^Z^'T perce P tion ! of 016 Bfi A as an objective intermediary in fee rate- 

) 35? P ff e l\ ""o™^ transparency with respect to the financial 

x SSSSSm ett A 81111 paneI bankSs and ^ the BBA ' s fmancial 

2. Increase the size and broaden the composition of the USD panel 

^ B ?^ snou P increase both the size and the proportion of US banks on the USD 
panel. Currently, the only US banks on file panel are Bank of America, Citibank, and 
JPMorgan, but there are several other US banks active in this market and potentially 
SvSr c ™ lamn *? md> Wachovia, State Street, Northern Trust, and 

BoNY. Subject to maintaining the panel's credit quality, the inclusion of more active US 
banks would produce a fixing that is more representative of die London interbank market 

K?rS S T c ? lble 10 specm ° <bndIl W issues of wsHtutions that do not have a broad 
UoD funding base, 

3. Add a second USD LIBOR fixing for the U.S. market 

The BBA should consider adding a second USD fixing to capture rates for transactions 
that occur when the US market is active. LIBOR rates for ail ten currencies are currently 
pubHshed at 11am GMT, and this common timing is important to many participants in 
the FX swaps and other financial markets. However, the fixings occur prior to the 
opening of the New York market, and prevailing rates can change considerably once US- 
based sources of dollar liquidity arrive. A second fixing, during the New York tradin* 
session, would provide an additional benchmark rate more indicative of conditions durine 
those hours of market activity. s 

For this second fixing, we recommend polling all the banks that participate in the I lam 

£!™fr?J '? WeH a ? banfcs ne cessary to get an accurate representation of 

die USD funding market during the New York session. The BBA might emphasize that 
the introduction of a second fixing is being undertaken in tandem with efforts to enhance 
Oie credibility of the first fixing, and thus the second is intended to complement rather 
than replace the first. 



- 1 - 



4. Specify transaction size 



in the reported quotedrates/K 
can fluctuate maMyX 

ailowing the lnJK2 KSi ?"? C °£ ditioi!5 ' '*» BBA shouId 

in market condition^. 5 ^ &equency 0r 1,1 res P° nse to SI »ant changes 

5. Only report the LIBOR maturities for which there b a net benefit 

addition, wmSnSdS^^ grange of maturities of LIBOR, m 

which it solicits JS5Ti5Sfc£S^S , 5* f ducm « 013 nuralier of for 



6. Eliminate incentive to misreport 



pXi^TiBoS 



p.*m of on «t raid «* t "IS LStf V 8 . " f « s W« «... ■ 
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RE: LIBOR recommendations 

Xross -Mlchaef 



Sent: 02 June 20DB 14:21 

To: Fisher, Paul; Tucker, Paul 

Cci 



2!it! 9 ?r ^P 6 . 2 "I, 0UahtS MtoWW the NYFed proposals: first governance of the existing BBA process"™ 
and secondly, its London-centredness, ...... 

IKX? 1 ? a9re9 with £ aL " a *! d - If the governance and oversight is credible, then I don't sea acase 
h f ? « i £ S8 ® m8 ,^ n s |bIe ' and fven if the Impact Is small then transparency around the definitions should 
be helpful broadly (obviously they'd also need a transparent process around anny changes they make to the 
quantitative definition of "reasonable market size 11 fn changing market circumstances). 

2 and 3 seemjbout different aspects the London-centrlo nature of BBA Libor and the appropriateness of that 
on 2, as says. If these US banks are active In dollar markets In London fond If they are BBA members) 
then prima facfe you'd think they ought to be Included. On 3,1 agree with and Paul that It seems to 
create more difficult issues than it solves. Plus I'm not myself convinced that the problem (different term USD 

) Ubor rates in London and NY core trading hours) Is anything other than a function of the current (admittedly 

^ prolonged) state of market dislocation. So It might go away with time. 

)S° I think what we discussed a couple of weeks ago - a panel of senior bankers overseeing the BBA process 
(from within the BBA) Is a way to go. That would Involve the big American banks joining the BBA or the BBA 
getting them onto the panel. And on the basis of that, a strengthened and credible group, there could then be 
a consultation on the mechanics. 



— -Original Message- — 
From: Fisher, Paul 

Sent: Mondav. June 02, 2006 12:40 PM 

ToC Tucker, Paul; Cross, Michael 

Cc: 

Subject: RE: LIBOR recommendations 



I largely agree with specifically I thought: 
} 1 ■ strengthening governance - Is the main issue, although what they propose Isn't very specifically about 
governance. 5 - don't quote for rates which aren't used In the market seems to be the other obviously sensible 
\ point, 

-^4 - on transaction size - maybe Worthwhile but wont have much Impact. 
-2 • changing the panel is awkward given that BBA have just announced no change - but addressing the 
governance issues may lead t different answers - so best advanced through 1. 3 - a second fixing could 
create more problems than it solves. 6 - seems like too complicated a procedure - again, Incentives should be 
addressed through a review of governance. 



— Original Message — - 
From: 

Sent: Monday, June 02, 2008 10:28 AM 

To: Tucker, Paul; Cross, Michael; Fisher, Paul 

Cc: 

Subject: RE: LIBOR recommendations 



Some initial thoughts. 

Framing these proposals in and my earlier note, 1 , 4, 5 and 6 are about Improving governance of current 
definition. 



• Point 1 seems sensible (other checks could also be added, eg randomly asking a panel bank what rate it 
would lend to another panel bank). 

— -4 a ls o s ee ma s e ns i b le "lack of c l a ri ty about what 'fnofc a ' mean s was on eprobleriJasLj^ 
the BBA to Issue emergency clarification. 

- Re 5, banks do need a Libor curve. But It may be sufflcientto have o/h, 1-wk, 2-wk, 1, 3, 6, 9, 12mnths. 
Dropping some of the more obscure maturities may do no harm. 

- 5 does not seem such a good Idea. Unless the enlarged panel was very large and/or not disclosed, frequent 
absence from the middle 8 that are disclosed could still lead to stigma. But if stigma was eliminated, only the 
BBA would know because the lack of disclosure would mean peers (who are active fh the market, unlike the 
BBA) could not monitor rates. Also, not obvious why you would want to randomly select 16 since this Just 
wastes information, you might as well take the middre 6 from an enlarged panel. 

Points 2 and 3 are about whether the current definition Is sufficient to be a global derivatives benchmark. The 
FRBNY seem to think not. 

- Re 2, any enlarged/different panel would presumably have to be BBA members (don't think Northern Trust 
and BoNY are). But the current USD panel probably could be Improved from current BBA members. At the 
very least, there could be more transparency about how panel members are chosen. The current practice is 
"Panel Banks are selected by the BBAs FX and Money Markets Advisory Panel after private nomination and 
discussions with the BBA LIBOR Steering Group, on the basis of reputation, scale of activity in the London ■ 
market and perceived expertise In the currency concerned, and giving due consideration to credit standing. 
Not obvious why Norlnchukin and WestLB trump State Street on these criteria. 

- On 3, a second US$ fixing based on an enlarged panel would create anew basis, which would typically 
reflect the average difference In credit quality of the panels as well as the average difference in liquidity 
between London and NY markets. If the governance Issues were sorted out, we might expect this basis to be 
small and stable. In this case, the new fixing might Just be a complement as they suggest. But if, overtime, 
the NY fixing became the main reference there could be consequences for all sorts of products, eg exchange- 
traded derlvs on LIFFE that settle at 12pm and therefore before the new fixing Is available. 



— -Original Message — 
From: Tucker, Paul 

Sent: Monday, June 02, 2008 9:14 AM 
To: Cross. Michael: Fisher, Paul 
Cc: \ 

Subject: Fw: LIBOR recommendations 



Comments on each of the substantive points asap today pi. We havs to get something to G by cob. But first 
let's decide what we think 

Paul 



— Original Message •— - . 
From: I 

To: King, Mervyn 

Cc: Tucker, Paul 

Sent: Sun Jun 01 22:00:03 2008 

Subject: LIBOR recommendations 



(«*»*******++**•*******«*************+*************** 



""*" : 



some 



) 



Sent! 27 my 2003 10:43 
To: nicker, Paul 

Cci cross, Michael; Fisher, Paul; Clews, Roger; Breeden, Sarah; 



A survey In which contributors committed to deal In either direction at their submitted rates would have art 
advantage over transactions-based measure when markets are thin as they are at present beyond 1 week. 
But in the BBA'e survey there Is no such discipline to force submitted rates to reflect where transactions are or 
would be taking place. So why would a survey like that carry any information when there are no transactions 
occurring? 

We're saying that the fact there Is a fuse is a problem, because of (a) the effect on confidence and (b) 
feedback from the fuss into real volatility In the fixing (after the April 16 BBA warning). But it is poor 
governance that allows there to be a fuss, hence governance needs fixing. We also say that the difference 
between Libor and other empirical measures (H1 5, swaps) is _m>U Itself evidence that Llbor is distorted. (The 
Fed will know this - our argument Is just a small extension of that In the JPM piece.) So the empirical evidence 
does not as yet justify reforming the _def initlon_ of Llbor. 



- — Original Message- — 

From: Tucker, Paul 

Sent: Friday, May 23, 2003 8:59 AM 

To:: 

Cc: Cross, Michael; Fisher, Paul; Clews, Roger; Breeden, Sarah; 
Subject: Re: NFR: Review of Llbor 



Many thanks. A few comments 

-we say that a survey rather than transactions measure is a problem but doesn't a survey have advantages 
cos it gets shadow prices and doesn't reply on transactions occurring, Is that a weak point? 

-are you saying that the fuss over dollar libor Is misplaced? If so, I want to sand some of the note to nyfed 
Paul 



■-— Original Message — 
From: 

To: Tucker, Paul 

Cc: Markets - ED Office; <; Cross, Michael; Fisher, Paul 

Sent: Thu May 22 19:36:44 2008 
Subject; NFR: Review of Libor 

Paul 

Please find attached a note that we hope sets out some of the discussion we had last night. 
Paul and Mike have seen. 



Look forward to your comments, 



BANK CONFIDENTIAL 



22.05.08 



Mk Tucker 
From/ 

Review of LIBOR 

1 Even before the recent period of money market stress, some market participants 
complained that Libor did not necessarily reflect where banks were actually funding. Since 
August 2007, this problem has become more severe. 

2 More recently, there has been a widely held view that the $ Libor fixings in particular 
are subject to material distortions — that they do not reflect true average $ funding costs for 
international banks. This culminated in a WSJ article on 16 April, which accused banks of 
shading down their US$ submissions for fear of looking desperate for cash. Later that day, 
the BBA issued a warning to panel banks to submit honest rates. In subsequent 3 days, the 3 
month dollar Libor-OIS spread widened 12bps. 

3 Opinions differ as to the size of the distortion. Empirical evidence is that $ Libor is 
lower than other measures of the cost of $ funding. 

4 This note analyses potential problems with Libor, assesses whether the available 
evidence does support the hypothesis that it is currently distorted, and analyses potential 
reforms. Although it is $ Libor that is in the limelight at the moment, may of the problems 
described here, and the proposed reforms, apply to all currencies. 

Fixing process, perception problem 

5 The Libor problem has two fundamental sources: the nature of the fixing process (a 
survey not a traded rate), and its transformation from a measure of London money market 
conditions to the basis of a global derivatives market. 

6 There is a long standing perception that Libor by virtue of the manner in which it is 
set is open to distortion: panel banks have no obligation to trade or to have traded at the rates 
that they submit, so it is at least plausible that these are influenced by commercial incentives. 
In normal times these might only have had a marginal effect, and could bias Libor different 
ways at different times. But this perception does mean that confidence in Libor is fragile. 

MKTS_DOCS:2S8237vl 



Copies to~Mr Cross 
Mr Fisher 
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And in the extreme conditions of the last eight months banks have been subject to the more 
powerful incentive of avoiding stigma from being seen to submit high rates reflective of 
what they are actually paying. 

7 If stigma does influence submitted rates, it would tend to bias Libor downwards 
and/or narrow the dispersion of individual submissions. But it is not clear why the effect 
would be bigger in dollars, so this does not seem to be a good explanation for the alleged 
downward bias in $ Libor. 

Libor as basis of derivatives market, timing of fix 

8 The second source of the problem is the tension between the definition of Libor and 
the requirements of a modem fixing mat underpins a global derivatives market. The 
definition is consistent with measuring London money market conditions, and pre-dates the 
emergence of a large, global derivatives market referencing Libor. The latter requires an 
index representative of global funding conditions for international banks. 

9 Recently, this tension has manifested itself in the timing of the fix. In dollars, the 
credit crisis has seen consistently and materially easier funding conditions in London 
afternoon/New York morning than in London morning when the fixing is taken. If banks are 
sticking to the letter of the definition, this would bias the fixing upwards relative to average 
dollar funding rates across the whole trading day. Conversely, if banks are submitting rates 
that reflect where they expect to fund in the London afternoon, this would bias $ Libor 
downwards relative to the letter of the definition, but the fixing would be representative of 
true funding costs. Contacts at US banks suggest, though, that timing is not an important 
issue, i.e. that $ liquidity in London morning is good enough to be the basis for the fixing, 

10 Timing is not the only issue, however, since Libor is determined by a panel of mainly 
European banks. So solving this tension might require extending the panel as well as 
changing the timing. 

Empirical evidence 



1 1 Two sources of empirical evidence that $ Libor is too low have been cited: the Fed's 
measure of Eurodollar deposit rates ('H. 15'), and synthetic $ rates derived from £ Libor or 
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Euribor and fx swap prices (for example, £ funding can be transformed into $ funding by 
receiving dollars and paying sterling in an fx swap). Charts 1-4 show how spreads between 
these rates have widened. 

12 However,, we question whether this is robust evidence that $ Libor is too low, because 
the measures are not necessarily based on the same set of banks: 

• Libor panel banks are amongst those with the highest credit rating, and outliers are 
excluded from the calculation 

• The H. 15 survey is a simple average of all Eurodollar deposits, so the sample of the 
full population of banks active in dollars. 

• Market intelligence suggests that demand to receive $ in fx swaps has come from 
lower credit quality European banks. This, plus the existence of credit risk in a swap 
(settlement risk) and the availability of sterling or euro funding (from our LTR and 
the ECB) suggests that the pricing of swaps, and so the $ funding rates derived from 
them should reflect the lower credit quality of the banks that are on the dollar- 
receiving side of swaps. 



Proportion 
of banking 
population 




Actual unsecured dollar fundingrate 



H.15 full population 



13 The diagram illustrates the above points. The ordering of the three measures ($ Libor, 
H.i 5, fx swaps) is qualitatively consistent with the relative credit quality of the populations 
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of banks that contribute to each measure. This plus the general widening of credit spreads 
(e.g. Libor-OIS, dispersion within the Libor panel itself) and increased differentiation 
between credits mean that the widening of spreads between the three measures is not of itself 
evidence that $ Libor is too low. 

Solutions 

14 If the Libor definition (is a measure of London money market conditions) is 
acceptable as a derivative fixing rate, then the problem is one of perception - and the 
consequent fragility of confidence in Libor - and could therefore be addressed by reform of 
governance, i.e. having governance that creates confidence that there is scrutiny of the 
process for submitting rates at a suitably senior level in each firm. 

15 More radical measures might be considered to eliminate altogether the potential for 
banks' individual incentives to distort the fixing. Promoting the growth of the market for 
OIS, for example, which has the advantage of being based on an index of traded rates, and is 
already growing in liquidity thanks to the disconnect between Libor and policy rates. Or a 
process modelled on the Creditex CDS fixing method, where panel members commit to deal 
at the rates they submit. However, anything that represented a material change to the 
definition of Libor would run into large, if not necessarily insuperable legal problems around 
the status of existing contracts. 

1 6 But if the current definition is not desirable, then improving governance alone will not 
be sufficient and further changes will he required. For example, a change in the US$ fixing 
time, the submission panel and/or the question asked. This would potentially run into a legal 
minefield. 
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Chart 1: $ Libor versus H.15 
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Sources: British Bankers' Association and Bank calculations 



Chart 3: Spread of synthetic $ funding via Euribor and fx 
swap over 3 month $ Libor 




07 Apr-07 Jul-07 Oct-07 Jan-08 Apr-08 



Sources: British Bankers' Association and Bank calculations 



Chart 2: Spread of synthetic S funding via £ Libor and fx 
swap oyer 3 month S Libor 
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Chart 4: Spreads over Libor of H.15 and synthetic $ funding 
rates from fx swaps 
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Sources: British Bankers' Association and Bank calculations 
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Chart 5: 3 month S Libor, FX swap implied rate and 'H15' 
spreads to OIS 



Chart 6: Mean absolute deviation from three-month Libor 
fixings from Libor panel submissions 
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Chart 7: Skew w in three-month Libor of Libor panel bank 
submissions 
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Sent! 02 June 2008 i9:oa 
To: -njclcer, Paul 




Paul, 

I appreciate that you are havW = u . 
I Ml update you if i ™y g 3 buSy fime - 

Iliey have our paper in near final draft 
andfam asS umingyo UWou , dto ™ 

Ihavtf spoken to the FSA similarly 
) Regards 

Angela 

Angela Knight 

Chief Executive Officer 

Bntish Bankers' Association 

This message has been sent from a BiackBerty Device 

----Original Message---. 

Rom: Tucker, Paul ^aui.^ 
To Angela Qyght^ ^ 

Sent: SunJun 01 08:36:37 2008 
Subject Re; Llbor 

Angela 

Yilicallyou this evening 
ul 



From; Angela Knight 
To: Tucker, Paul 



Sent: Sat May 31 16:09:292008 
Subject; Libor 

^r^rrT"; — — — 

r^ri-^.^,-™.^ 

Paul, 

f°vemance^^ h 
There was too much speculation to be A hk r lengthened 
confidentiality agreenfent, * * able f ° Say more and ** marching committee have been made to si n 



: 4l9weveF4*H^etIwngiBg^ 

I am available on my m o b o v e r the w ee kend , — - . - ■ - ; , : ■ . — r: — — ~ 

Regards 
Angela 

Angela Knight 

Chief Executive Officer 

British Bwk&s' Association 



This message has been sent from a BlackBeny Device 

Privileged/Confidential information may be contained in this email and is intended only for the use of the addressee. If 
you are not the addressee, you may not copy, forward, disclose or otherwise use the information. If you receive this email 
by mistake, please notify the sender immediately and delete it from your computer. 

Any opinions expressed in this message and/or attachments are those of the author and do not necessarily represent those 
of the BBA or BBA Enterprises Ltd. Neither the BBA nor BBA Enterprises Ltd accept responsibility for changes made 
to this message after it was sent, as Internet communications are not secure. Replies to this email may be monitored by 
me BBA and BBA Enterprises Ltd for operational or business reasons. 

Although this email and attachments are believed to be free of any virus it is the responsibility of the recipient to ensure 
that they are virus free. No responsibility is accepted by the BBA or BBA Enterprises Ltd for arty loss or damage arising 
in any way from receipt or use thereof, 

BBA Enterprises Ltd is a limited company registered in England and Wales, Registered number: 3162894, Registered 
office: Pinners Hall, 105-108 Old Broad Street, London EC2N iEX. 

Visit our website: http:/7www.bba.org ,aIi; 



This e-mail originated from the Internet and has been scanned for known viruses by the Messagelabs SkyScan Service. 

This e-mail is intended for the addresseefs) named above and any other use is prohibited. It may contain confidential 
information. If you received mis e-mail in eiror.please contact the sender by return e-mail. 

The Bank of England does not accept legal responsibility for the contents of this message if it has reached you via the 
Internet, as Internet communications are not secure. Any opinions expressed are those of the 
author and are not necessarily endorsed by the Bank of England. 

Recipients are advised to apply their own virus checks to this message . 



This e-mail has been scanned for known viruses by the Messagelabs SkyScan Service. 



This e-mail originated from the Internet and has been scanned for known viruses by the Messagelabs 
SkyScan Service. 



Libor 

rbcKerrfla u l — - - ■ - ^ 

Sent: 02 June 2008 22:52 
To: , 

Cc Umax, Rachel; Gteve, John; 

. Rodgere, Pater; WanKow/Andreiv' 



Cross, Michael; 



Flshar, Paul; 



This evening I have spoken to aknlghfand nyfed 

£Whe "SSSSSC • ' 0t ° n 9 ° Vemanw ' Th9 « ' »* be suggastlngthat we, the fed and may* 

) 5JS2S^ ° n P0SS,ble t8Chn ' Cal ChaW t0 dol,ar ,,bor ete ' ™ to deal with the 
. The fed has also been briefed and la pondering 

I think the next step Is to iodic at the draft paper. 

Paul 



Re.'Libor 

Sents 02 June 200B 23:24 
To: Tucker, Paul 



— Original Message — 
From: "Tucker, Paul" [Paul.Tucker* 
Sent: 08/02/2008 10:45 PM GET 
To: William Dudley 
Subject: Re: Lfbor 



They are thinking of Issuing a paper on wed. .mmedlate question fs whether we want more time 

-v- Original Message — 

teueZ'ff' 81 ' 1 <Wilflam.Dudfey- 

Sent: MonJun 02 22:42:44 2008 
Subject: Re: Ubor 

external network 

may want to explore whether you ana us r.ave " har d vteS SS?J 1 °T '" °? what 1 *™ We 
outcome. | understand the BBA Is cnlna to h^sThJ^S,! W th a 9031 of sha P' n 9 the u[tfma,e 
governance stiff sounds a bit weak P lc!ns re9frtien ' US,F1S broker 5cre9n8 . but the 

Best, 
Bill 

— - Original Message — 
Tram: "Tucker, Paul" [Paul.Tucker^ 
y >nt: 08/02/2008 08:09 PIW CET 
i o: William Dudley 
Subject: Ubor 



Have you been involved In the talks with the bba today ? 
Best 

Paul 



' fangela^night/' ~ ion beftaff of Angela Knight 

*** 03 Jui»2Q08 12:22 

Tw TVcter, Paul 

ftnpoitedMi High 

fewftlv/tjri confltfenHal 

Attartmanto aBAOI^909^.Constmrt~100cai 9 K6) 



Dear Paul 

Aday. 9 ror any comme n*s that you may have, If possible by the end of 



Angela Knight CBE 
Chief Executive 

British Bankera'Aasocfatfon (SBA) 

rm vclos ofbMklng and financial services" 

Pinners Hair 

SJd Broad Street 
London EC2N1 EX 



view the ft/If programme and ragfster for (he event vMmew.tti m .,^ fcfln 



Message for Mr Geithner from Governor King 



Sent: 03 June 2008 13:16 

To: tlfflothy.gelttiner 
Cci 

Importance: High 
Mr.Qeithner, 



Srtfler S you Uftati0n document fhe ««» contained In your note. I shall be happy to discuss this 
With all best wishes. 



Mervyn 



*!* O3Jlin«200aiftO3 
To ' TVcfMf,P W | 

Anportaneai Nigh 
SansIlMlyj CanPrfenlfal 




governance gotogforward. pafflBU,ar » pwa which seems to auggest wa wfllbe Ihvolveef/n 
fsgolngto tryandspeakwfth the Fed also. 

^ y^Ba^ssfftherelaanylhfngefasyouwaiitmetodo. 



"'"Original Message™. ! ' ~~ 

From: Tucker, Paul 

Sent: Ttaatfay, Juna 03. 2003 12:47 pm 
To;; 

Co: Grave, John; Umax, Rachel; Croas, Michael; Flaher, Paul; 

SanalJfvlt/iConRdemral 

The promised draft of the bba paper 

Paul 



From: : 
To; Tucker, Paui 
Sent: Tug Jun03 12:22:01 2008 
Subject: URGENT: CONFIDENTIAL: LIBOR Paper 

*"*"**********"*****•*****«»*»*«»*****«***««„*. 
2SKS^^ or an external network 

Dear Paul 

aftSa bhSS d f raft , 0f £ ur US0R paper ocmp(9te w(th rscommendationa, We are propose to dumm 
after the BBA Wholesale Committee which sits tomorrow morning, 4 June. I mme mS^ 



- tiomrntsmtjowm^ have. If possible by the and of today, 
Regards 
■ Angsfa ' 

AngsfaffofgntCBE 
Chieiexgoutfve 

Brlffsh Banters' Association (8BA) 

The votes of ban Wng and flrtancfaf servlcee" 

Pinners Kali 

105*109 Old Broad Street 
LcndoriEC2N1EX 

T«l:f . 

e-mall;an W faftnlflht< ^aiita:^.^ 
Wefcalte: w wiff,bba,QW,ulc <hrfD:/^iM.fab fl . a r ?l ftA, 

S3A's Annual BanWne; Conference & Dinner - 10 June 2008 

To view the full programme, and register for the event visit www.bbB.o^.ult/annualbankina 

The BBA is the leading UK banking and f Inancial services trade association and acts on behalf of Its members 
9a tffmealfe af d International Isauaa. Our S27 members are from 80 different countries and collectively 
p Eft- L ranse of banft,n f and UmboW services. They operate some 130 million personal accounts, 
contribute £50bn to the economy, and together make upths world's largest International banking centre 

PMegetfTConfldentfal Information may be contained In this email and Istotendad only for the use of the 
addresses, if you are not the addressee, you may not copy, forward, disclose or olhetwlea use the 
oompSer"' ^ by^ntata!{9, ptea39 no1i ^ lfie ""ft'tamsdlsfcy and WW* ttflwn your 

dry opinions expressed In this message and/or attachments are those of the author and do not necessarily 
rapwsent those of the BBA or SBA Enterprises Ltd. Neither the BBA nor BBA Enterprises Ltd accept 
responsibility for changes made to this message after It was sent, as Internet communications are not secure. 
Replies to this email may be monitored by the BBA and BBA Enterprises Ud for operational or business 



Although this small and attachments are believed to be free of any virus IE Is the responsibility of the recipient 
to ensure that (hey are virus free. No responsibility fs accepted by the BBA or BBA Enterprises Ltd for any 
loss or damage arising In any way from receipt or uas thereof. 

BSA Enterprises Ud Is a limited company registered In England and Wales, Registered number; 3163894, 
FfeSfotered offfoa: Pinners Hall, 105-108 Old Broad Street, London EC2M 1SC 

yisil ourwebafte: http://tvww.bha.org ,M 

ItUMllKltlllKIMttttttHtiinlMHHtlHt 



Ihis e-mail originated from the Internet and has been 3oanned for known viruses by the Mesaagelabs 
StyScan Service. 



LIBOR 

Tucketj-Paul 



Sent: 



03 June 2003 16:13 



To? Angela (Cntght (angela.knlghtt 

Attachmefits; UBOR Recammendatlons_.0527a8.pdf (20 KB) 

Angela " '. 

May [Ike to sea the attached from the NY Fed. 
Paul 
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May 27,-2008 



«™eis and Research and Statistics Groups 

To improve (fie intem-ih/ 

^?^. w ? r ^ w ' t ' 1 ^^^^wi bar^^^ Jt^iMk r ^?* sett ' fl S process, we recommend the 

Attn* njisreporting, lH£f«5f P des «to prevent accidental or 
externa, auditor sconll^^^ 

banks' LIBOR rates. ™ erence to ftes e best practices and attest to the accuracy of 

relahonships between theBB* S£ SjET *? *** t0 fte financiaI 
interests inLffiOR * e panei banks . a «d aroond the BBA's financial 

^Morgan, but there are ra^B?!? B .^. of A™™- Citibank, and 

* for inclusion in the -mS^^^^^^^^m 
BoNY. S«biectto rnaintainiSS Northeni «d 

banks would produce a thdng^SmS^SS^* ^, m ? USi ° a 0f morc ac ^ US 
andlesssuscepUbletothespfcm^ 

USD funding base. "owing issues of uisfttuhoits that do not have a broad 

3. Add a second USD LIBOH fixing for the Up market 

tlie F^ ed Bt * lam ^ *k ^^°^^u^ fs imTOrterin' 1 ClBTenc ^ s ^ currently 
the FX swaps and other financial marke^Se Zf™ t0 m9ny ****** in 
openingof the New York market and^SSTT' Mxm S s °ccurprior tothe 
tesourcesofdoHarliqSSty^ 



am 

of 



May 27, 2008 



4. Specify transaction size 

Banks currently quote the rate at which they could borrow in "reasonable market size." 
To eliminate some of the ambiguity that comes with this definition, we recommend that 
the BBA provide more specific guidance as to the size of the transaction being referenced 
in the reported quoted rates. In addition, to reflect the fact mat actual transaction sizes 
can fluctuate markedly with changes in market conditions, the BBA should consider 
allowing the transaction size it specifies to adjust flexibly over time, with these 
adjustments occurring either at a regular frequency or in response to significant changes 
in market conditions. 

5. Only report the LIBOR maturities for which there is a net benefit 

We recommend that, in consultation with panel banks, the BBA adopt guidance on 
consistent methods for determining quotes across the range of maturities of LIBOR, In 
addition, we recommend mat fee BBA consider reducing the number of maturities for 
which it solicits quotes and publishes rates. For tenors such as the 3-month tenor, LIBOR 
quotes provide valuable information to the public because of the volume of activity 
occurring at that tenor, while quotes for tenors at which little or no trading occurs, such as 
the 1 1-month, are less indicative and therefore less valuable. The current practice of 
soliciting rate quotes across 15 tenors, when only a subset of those tenors reflect 
meaningful market activity, likely leads to more subjective and formulaic responses 
across all tenors. By asking banks to quote fewer rates, the BBA may solicit higher 
quality responses for those more informative tenors, with relatively little value lost by 
excluding less informative tenors. 

6*. Eliminate incentive to misreport 

If the combination of best practices and audit recommendations in (I) above seems 
unlikely to be sufficiently effective in ensuring accurate reporting, a complimentary 
approach might be to adopt the following process for collecting, calculating, and 
publishing LIBOR rates. The BBA could collect quotes from all members of the 
expanded panel, and then randomly select a subset of 16 banks from which the trimmed 
mean would be calculated. The names and quotes for the 8 banks whose rates are 
averaged to calculate the LIBOR fixing would be published. The banks' whose reports 
fall above or below the midrange would not be publicly identified, nor would the level of 
their outlying rates. This random sampling from an expanded panel would lessen the 
likelihood that the market would draw a negative inference regarding a particular bank's 
continued absence from the list of published quotes. 1 



One potential drawback of this process is that it may introduce, or be expected to introduce, additional 
volatility into the LIBOR fixings, However, simulations based on historical LIBOR quotes suggest that a 
process of this sort would not dramatically affect the volatil ity or level of the fixing. We find that rates 
computed using this random process differ from the actual LIBOR fixings by, on average, by less than 0.2 
basis points in the 3-month tenor. 



-2- 



Re: Fw: LIBOR 

^Wffliam.Dudley® , T[William,Dud>ey 



Sent: 03 June 2008,16:56 ' 
to: Tucker, Paul; Mea.McConrtsll(L 

C« Srtan.F.Madlgani . ? Haytey.Boeskyl v Tucker Paul ■ 

Meg.McConrte!l@r>, 1 ], fuCKer, Paul, 



**************************^ ■ . : 

2SS«SS!^li ite B ^ viat t»slnteraet or an external network 



Paul, 



BBAtri^wi^l! ? ?° od case for 5 S9Cond afternoon fixing. That Is something else we would like the 
bba to consider more fully. So some delay would be warranted in our view. 



Best, 
Jill 



) 

" PS I understand we are going to talk this evenlng-5 pm my time, 10 pm your time. 



Meg McConnelM. 



0S/03/SD0a 1 1 :49 AM 



To Paul.Tiiokeri 
ce William Dudlsy/I 
Madlgan// 
Subject Fw: LIBOR 



.j, Brian F 



. .HayleyBoesky/l 



i Paul 

' i. 



spoke with and she indicated that the general view of the participants from the Fed {NY and the 

< a S n ^ 8terda y' 8 ca » with the BBA agreed that their draft does not go far enough, and that we're not 

rfS r!,? *„ as 5? c ated , wfth " ln its ctjrr9nt form - Tf)e ema " b9t0W su 93 e3 's <Hat even with the revisions to the 

ZS* ??? « vlam " as faNin9 short of what we ' d ,ike to see - So - wa ' d 8 W or f suggesting to them 
that they hold off on releasing this until they come up with something more responsive to the current set of 

concerns-particuarly In the area of making process more auditable. 



Margaret H. McConnell 

Deputy Chief of Staff for Policy, VP 

Federal Reserve Bank of New York 



RE: LIBOR 

AngeJa-KHlght-^ngela.knlghtf 



Santi 03 June 2008 17:37 
To.* Tucker, Paul 



This email has teached the Banfc via the Internet or an py^m.i ^. , 
•«««***w*«^^^ 

Paul, 

thankyou for the call. 

^^iSSSS^^^^ bS ° Ut and ^"ctnfral banks In - al, dons. 
iSSSSSSSSt e hands S^Tht 9 °' *"? ' f 11 does not *"» m wNi hold off untH thursd ay. 



) Regards 
Angela 



Trom: Tucker, Paul tmailto;Paul.Tucker( 
Sent; 03 June 2008 16:20 
To: Angela Knight 
Subject: RE: LIBOR 

angefa 

ttm. sent It to the Governor i will call you shortly to discuss 
pauf 

—Original Message — 
From: Tucker, Paul 

Sent: Tuesday, June 03, 2008 4:14 PM 

To: Angela Krtlght (ange!a.knlght' 
Subject: LIBOR 

Angela 

yV like to see the attached from the NY Fed. 
Paul 



™ . , ***************************** 

inis e-mail is intended for the addxessee(s) named above and any 
other use is prohibited. It may contain confidential information. If you 
received this e-mail in error please contact the sender by return e-mail. 

The Bank of England doss not accept legal responsibility for the contents 
ot this message if it has reached you via the Internet, as Internet 
communications are not secure. Any opinions expressed are those of the 
author and are not necessarily endorsed by the Bank of England. 

Recipients are advised to apply their own virus checks to this message 



I 

I 

/ 



Fwi LIBOR 



Sent: 04 June 2008 07:27 
Ti9! Tucker, Pauf 



Jou wiU receive version 5 by 8am iw- 

• ff wegeta leakthen we will n u bii sh h, . ■ * S ° lnciude ™natfcon Taylor fro 



Angela 



Angela Knight 
3ifp5cutive Officer 

s' Association 



"-"-Original Message- 

ju-: nayJey.boesfcy, 
wian.f.raadigan*; 

Angela 



Angela Knight 

Chief Executive Officer 

Brit^ Bankers' Association 



This 



^ageh aS been sent fromaBiackBerry Device 



""-Original Message 

From ; R an daI!.S.fCro SZI1 erf 



To: Angela Knight <angela.knight< 

CC: hayley.boesk" . 

brian.f.madiganC?... 

Sent: Tue Jun 03 22:49:33 2008 

Subject: Re: LIBOR 



Dear Angela, 



Thank you once again for sharing these drafts with us. The staffs at the Board and particularly the NYFed have been 
working through your draft. As I think you know, we have also been discussing these issues with the Bank of England 
and plan to get more comments back to you tomorrow. 
Please do not hesitate to call or email if you have any questions. 

Best, 
-Randy 



"Angela Knight" <angela.knightC . , 

Sent by:' /■ .. 

06/03/2008 09:39 AM 
To 

<randaIl.s.krosznerf , <hayley.boesky( 

CC : : : 

Subject 
LIBOR 



Dear Governor 

We have updated the paper since yesterday and so I am sending the latest version to you which is attached to this email. 
This is also the draft that is currently with the Bank of England (Paid Tucker whom I think you know) and the Financial 
Services Authority (Thomas Huertas). 

Thank you for taking an interest in these matters and I hope that I have covered your concerns in saying that we will now 
consult both on a second and later Dollar LIBOR fix and on the transparency/stigmisation issue. Other clarifications are 
that we are strenghtening the governance immediately, that we have clarified the LIBOR definitions and that although we 
received no new application from any bank for any Panel, we will now open discussions with a selection of US and 
European banks for the purposes of seeking additional contributions particularly to the Dollar LIBOR panel. 

All other alterations are a mixture of better grammer, better layout and better explanations ■ the usual drafting points. 

With best wishes 



Angela 

Angela Knight CBE 
ChiefExecutive 

British Bankers' Association (BBA) 

"The voice of banking and financial services" 



Pinners Kail 



Fw: LIBOR 

-Tucke r, Pau l^ 



Sent; 04 June 2008 07:49 

TO! 



Co Gteve, John; Lomax, Rachel; Rodgers, Peter; Wardlow, Andrew; Cross, Michael; Fisher, Paul; 



TDa 

We have gained a day. Fed taking same line as us 

accordJfgSJ 9 d ° ^ ** **** m m ' th& MktS t9am Wl " rav[ew A as ttlS,r f lrst priori,y this am and advise 
paul 

")- 

■ V-- Original Message — 
Jrom: Angela Knight <ange!a. knight* ■ . , 
JTo: Tucker, Paul 

Sent: Wed Jun 04 07:27:42 2008 
Subject: Fw: LIBOR 

This email has reached the Bank via the Internet or an external network 



Paul, 
For info. 

You will receive version 5 by Sam. That Is as soon as one of my team gets In. 

As I mentioned yesterday, we will hang onto this today If at all possible to enable one last time round the beat, 
our Wholesale Committee (Brian Crowe rbs/abn chairs) Is reviewing at 1 0.30 and I will also Include 
Johnatnon Taylor from LIBA at that point 

If we get a leak then we wjHpubllsh but in a form which makes It quite clear that we are taking on the Fed 
and yaurpolnts- 1 need them please. ' 
} I have to goto Tlrane thurs evening, back late Friday. It Is ebf and I cannot send a substitute to this one. If we 
launch while I am there It will be fronted by Alex Merriman under the supervision of Sally Scutt 

"sak to you later 
.yrgards 
' ...(figela 



Angela Knight 

Chief Executive Officer 

British Bankers' Association 



This message has been sent from a BlackBerry Device 

— --Original Message-— - 

From: Angela Knight <anqe!a.knlght<r . . . ■ 

To: 'Randall.S.Kroszner ^ <Randall.S.KrftS7narC 

CC: 'hayley.baeskvf, hayley.boeskvC 

'brian.f.madlgan* : / <brlan.f.madigan<? 

Sent: Wed Jun 04 07:1 0:33 2008 

Subject: Re: LIBOR 

Randy, 

Thankyou for this. I am revising with our major members this morning. We will seek to take on board aii \ 



comments either as things we will do straight away (eg strengthen governance, explain f ^ J* ffSlSShS^usD 
4hatweStake.qulckly(eg.seek.to 



fiXrdefinfng reasonabl^market size). 
I will aim to have the revisions with you later this morning 
My thanks again to you and your team 
Regards 
Angela 



Angela Knight 

Chief Executive Officer 

British Bankers' Association 

This message has been sent from a BlackBerry Device 
— Original Message — 

From: RandalLS-Kroeznarl .< <Randall.S.Kroszner. 
To: Angela Knight <angela.knlght(s ' : 
C&hayley.boeskVV •-• • ; <hayley.boesKy9 .-. 
br!an.f.madlganr ; ,/ «Drian.f.madiganfe 
Sent: Tue Jun 03 *2:49:33 2008 
Subject: Re: LIBOR 



Dear Angela, 



Thank you once again for sharing these drafts with us The staffs at the I 

have been working through your draft. As I think you know, we have also been discussing these issues wnn 

4he-B ank o f- E ng lan d and pl a n to get more commants back to you tomorrow. _____ 

Please do not hesitate to call or email if you have any questions. 

Best, 
■■Randy 



'Angela Knight" <ana©la.knightf 
Sent by: 

06/03/2008 09:39 AM 
To 

<randall.s.krosznen _ , <hayley.boesky£ 



cc 



Subject 
LIBOR 



Dear Governor 

know) and the Financial Services Authority {Thomas Huertas). 



Thank you for taking an Interest in 

With best wishes 
Angela 

Angela Knight CBE 
Chief Executive 

ajjh Bankers 1 Association (BBA) 
The V o f ceoffaanklngan d f]S (servf09st( 

Pinners Hall 

tO5-108OW Broad Street 
London EC2N 1EX 



> opinions expressed in t hfe mao ^mediately and delete it from your 

V jfasm those Sf Ihe BBA o BbSX ^^hments are those of the autw anH „ 

reasons. Sma " ™ y be ™»*wd by theBSA and BBA « *>ctm 

Although this emaif and attachm^ *, „ ■ ° P8ra,l ° na ' or bus,ness 

VlSlt OUr «/ah*i*«. „ ' lw ' 



Vfsitour website: 
*••**•****««.*.«»„,„„, 



******************* 



CONFIDENTIAL: BBA LIBOR Paper 

Alex Merrlman [alex.rnerrlmarv , . 

Sent! 04 June 2008 08:30 

To: Tucker, Paul 

C« Angela Knight [angele.knigl'W J; John Ewan [Jbhn.awanf 

Importance: H[gh 

SamitMtyi Confidential 

Attacnmants! BSA01-#319064-v3-Construct«l.DOC (115 KB) 



This email has reached the Bank via the Internet or an external network 
Dear Paul, 

y As mentioned by Angela, we are working on the above and would welcome your and your colleagues' comments, as 
) soon as you can muster tham. We have already received comments from the FSA (which I gather they have shared 
with you) and the Fed (Board and NY). 



i 



-jOur Intention Is to publish as soon as ws can, probably Thurs or Friday. 
I don't need to tell you how sensitive all of of this Is at this stage - but It is not the Bank that leaks! 
Best wishes 
Afejc 



Alexander J S Merrlman 

Executive Director, Wholesale & Regulation 

British Bankers' Association 



TelNo(offlce;: < 
Tel No (mobile): . ' 
Tel No (Sec): - 
E-mail: alex.msrrlman f 



) 'The Voice of Banking and Financial Sen/toes" 



jfletf/Confldentlal information may be contained In this email and Is Intended only tor the use of the addressee. II you are not the addresses, 
..,/ou may not copy, forward, disclose or otherwise use Iris Information.- If you receive thts email by mistake, please notify the sender Immediately and 
delete It (rem your computer. 

Any opinions expressed In this message and/or attachments are those of Ihe author and do not necessarily represent those of the BBA or BBA 
Enterprises Ltd. Neither the BBA nor BBA Enterprises Lid accept responsibility for changes made to ttils message after It was sent, as Internet 
communications are not secure. Replies to this email may be monitored by the BBA and BBA Enterprises Ltd for operational or business reasons. 

Although this email and attachments are believed to be free of any virus It Is the responsibility of the recipient to ensure that they are virus free. No 
responsibility is accepted by the BBA or 8BA Enterprises Ltd for any loss or damage arising In any way from receipt or use thereof. 

SSA Enterprises Ltd Is a limited company registered In England and Wales, Registered number: 3162994, Registered office: Pinners Hall, 1 05-108 
Old Broad street. London EC2N 1 EX. 



Visit our website: hHo://www.bha.nrg.uk 



This e-mail originated from the Internet and has been scanned for known viruses by the Messagelabs 
SkyScan Service, 



** URGENT: CONFIDENTIAL: 



Sent, 04 June 200909:55 



LIBOR Paper - fsa comments 




WMJdb. 



^ntWadnesda, JU n e 04, 2008 9:65 AM 

*yar -- hbA comments 



■ y£rom:i 



N^H^* WWMBUA, P^-FSAc™,^ 



F™Sx"" < " M9SSaae -- 

.J' 

Your «t 8nlton , s ^ '-•».....»~.... 



"ws inis going forward If useful 

Rgds 



if you would keep 



to aspect audience w „ h ,n the BanU . m 



S^Kilt^A^orlty 



>p pieass consider the environment before printing this e-mail 



—-•Original Messaae—— 
From: 

Sent 03 June 2008 20:55 
To: Angela Knight; 
Cc: Thomas Huertas; 

Subject: FW: URGENT: CONFIDENTIAL: LIBOR Paper 
Importance: High 



Dear Angela, 

Thank you for sharing this draft with us In the ? « of 
asked that I pass you comments directly. Please note that I also i IrttoncT to share our ™ug" . h p , 
England to keep them informed of our views - ( understand you have shared a copy of the draft witn raui 
Tucks f. 

wiil address one of the concerns we have raised previously. 
Ho^ehaveanurnbero.— ^ 

clarification before It Is made public. Include \' m *^Sl!!SStSSSal>a\ thera are (our significant 



publication: 

1)Role of pubilc authors In term^^^^ 

ourselves, the Bank ot England and theFED un a ^gB^ *« these authorities 

r ra sa n p»b?^ 

engagement could take, 
inclusion 

creates some confusion for us as to the eligible » jeiimiion at P iu« gen( tQ 

Following the recent BBA/FSA meet^ U B R panels. I 

contributing banks outlining what data ^^Jjgjjj Deposi (CDs) shouW be excluded and FX Swap 
attach the copy provided This is f Pf'f opposite. Para 1 2.6 specifically 
legs could be Included. However, the Saps are i not to be considered. The inclusion 

refines the definition to include CDs and ^^^^^^SSi^ the 22nd. So we are 
of CD and ECP as well as the exclusion ^XStSSSa^^S^^ ECP but as this appears to 
CM -2rS Sd be outlined as such in the interests of 
clarity and transparency. 

3) FWM Committee Co^on - Wh»^ 

confidence in the Libir process and should therefore be cons.dered, 

■ . , u , ■ „ e^i„„ i t n, itiines wavs In which submissions will be scrutinised. We consider 

4) Scrutiny of submissions • Section 1 3 outlines jaya , m ™ nic " k t d therefore tne g feate r detail that can 
that this will be a clear area of focus or the med^ and w de J^^JJJ^ 30 9 m9 , nstitut[on3 will not 
provided here the better. We accept the market conditions' but this 

away from where they can actually fund. 



ri^oheJTon'th^detefJs^ " k9 1 ° d ' SCUSS my aspect of thesa wmiT,ant3 ' P |easa let ms know - ' can be 



Regards 



Financial Services Authority 

25 The North Colonnade, Canary Wharf, London E145HS 
>P Please consider the environment before printing this e-mail 



— Original Messaae- — 
From:.' 1 
To: Thomas Huertas 
Sent: Tue Jun 03 12:22:01 2008 
^ Subject: URGENT: CONFIDENTIAL: LIBOR Paper 

ypearTom 

I attach the latest draft of our LIBOR paper ocmptete with recommendations. We are proposing to publish 
after the BBA Wholesale Committee which sits tomorrow morning, 4 June. I would be grateful for any 
comments that you may have, If possible by the end of today. 

Regards 



Angela 

Angela Knight CBE 
Chief Executive 

British Bankers' Association (BBA) 

'The voice of banking and financial services" 

Pinners Hall 

105-108 Old Broad Street 
» London EC2N1EX 



Jmail: angela.knlght ' . <mailto:anoela. knight 

Website: www.bba.org.uk < http://www.bba.Qrg.uk/> 

BB A's Annual Banking Conference & Dinner - 1 June 2008 

To view the full programme, and register for the event visit www.bba.ora.uk/annua iban king 



The BBA is the leading UK banking and financial services trade association and acts on behalf of Its members 
on domestic and International Issues. Our 227 members are from 60 different countries and collectively 
provide the full range of banking and financial services. They operate some 130 million personal accounts, 
contribute £50bn to the economy, and together make up the world's largest International banking centre 



Privileged/Confidential Information may be contained In this email and is Intended only for the use of the 
addressee. If you are not the addressee, you may not copy, forward, disclose or otherwise use the 
Information. If you receive this email by mistake, please notify the sender immediately and delete It from vour 
computer, * 



Any opinions expressed in this message and/or attachments are those of the author and do not necessarily 



RE: LIBOR . 

J on behalf of Angela Knight 

{.angeia.Knignw 

Sants 04 June 2008 14:54 

To* Randall.S.Krosznert_.. ; Tucker, Paul 

Ce hayley.traesky* j; brlan.f.madiganC 

Attachments: BBA01-#3 19064-vS-Construct-l.DOC (139 KB) 



**************************************************** 
Thh email has reached the Bank via the Internet or an external network 



Dear All 

..Xrther thoughts and views. I can be contacted at any time ana my™ 



Regards 
Angela 



Angela Knight CBE 
Chief Executive 



British Bankers' Association (BBA) r 

"7/i9 voice of banking and financial services 

-•, Pinners Hall 

1 \1 05-1 08 Old Broad Street 

jLondonEC2N1EX 



Tel:'.- 

cmall- pngsla.knlahL — 
WebSite: !pw^,i7ba.org.ult 



.......-......»...««.*«•"«» .. d , lnten d9(l only for the use of the addressee. If you ara not .me 



addrassea, you niajr -vr-ji — ■ -- ™ I tai- 

sendertmmedlately and delete it from your computer. n3aaseari i y represent time of the BBA or 



Any opinions expresses m u..o ' nJ Pntflmr i s 

33A Enterprises Ud. Neither the 3BA nor 3BA Entarpr.s 



RE: LIBOR 



Sent! 04 June 2008 15:39 

To: Crass, Michael; Tucker, Paul; FfsrWr; Paul 



I think Its still pretty key to directly get boesky/dudley's views about the paper, as this should form part of the 
submission/steer to mak this evening. 



I'll call. 



- — Original Message — 

from: Cross, Michael 

Sent; Wednesday, June 04, 2008 3:29 PM 

To: Tucker, Paul; Fisher, Paul 

Subject: RE: LIBOR 

\ -OK. Am trying to get one of Bill Dudiey or Hayley Boesky urgently to speak to me, they are In a seminar 
Apparently (Interesting in Itself). But on the basis of this, in the interests of speed, and unless , hollers in 
|e next 10 minutes, f will call GPS and say the Fed Is broadly OK and seek guidance on the (watered down 
Jnce this morning) reference to central bank engagement with the FX & MM Committee. 

Mike 



— -Original Message — 
From: 

Sent: 04 June 2008 15:10 

To: Tucker, Paul; Cross, Michael; Fisher, Paul 

Subject; FW: LIBOR 

Importance: High 

This just came through and Angela Knight called the office. She said you should be aware that the Fed are in 
broad agreement with this latest draft. 



YOrtginal Message — 
-Jmi ', _ ;] on Behalf Of Angela Knight 

jMi Wednesday, June 04. 2008 2 :55 PM 
To: Randall.S.Kros7netf ; Tucker, Paul 
Ce: hayley.boeskyS .; brlan.f.madfgan 

Subject: RE: LIBOR 

This email lias reached the Bank via the Internet or an external network 

Dear All 

I attach the final draft of the paper as agreed with the BBA Wholesale Committee and FX & 
MM Committee. I hope I have Included all your comments and would be grateful for your 
further thoughts and views. I can be contacted at any time and my mobile number is 



Regards 



Angela 



Angela Knight CBE 
Chief Executive 

British Bankers' Association (BBA) 

"The voice of banking and financial services" 

Pinners Hall 

105-108 Old Broad Street 
London EC2N1EX 

Tel: 

E-mail: a^sla.knlaht; 

WahBlte; yrtvw.bbfl.ora.uk 

BBA's Annual Banking Conference & Dinner - 10 June 2008 , w n „ lnn 

To view the full programme, and register for the event visit www.hhq m ' fffffinti'WIP fl t" a nq 

ma rra is fhs laadlna UK bankina and financial services trade association and acts on behalf of it? members 
2ST 5S o?bS 

£50bnto the economy, and together make up the worid's largest international banking centra 



addressee, you may not copy, forward, disclose aroinBuviwi una u w iiiionnauon. ■■ y«» 1 , ; — 

sender immediately and delete It from your computer. ««, --. 

business reasons. . 

^Enterprises Ltd Is a limited company registered In England and Wales, Registered number: 3*2894, Registered office: Pinners Hall, 
1 05-108 Old Broad Straet, London ECZN 1 EX. 



Visit our website: hH P ://www.bba,oro.ult 



This e-mail originated from the Internet and has been scanned for known viruses by the Messagelabs 
SkyScan Service. 



.RE: LIBOR . 
Cross, Michael 



Sent! 04 June 2008 15;50 



To: 



OK. have just spoke to Bill Dudley, I think we're alright. Will now speak to 



— Original Messaae — 
From,* 

Sent; 04 June 2008 15:46 
To: Cross, Michael 
Subject: RE: LIBOR 

mike - tried calling but if you want to call me back pis do on 
cheers 

. — Original Message---- 
' . -JFrom; Cross, Michael 
v )fent: Wednesday, June 04, 2008 3:29 PM 



subject' RE: LIBOR 

OK, Am trying to gat one of Bill Dudley or Hayley Boesky urgently to speak to me, they are in a seminar ' 
apparently (interesting in itself). But on the basis of this, in the interests of speed, and unless hollers in 
the next 10 minutes, I wiii call GPS and say the Fed is broadly OK and seek guidance on the (watered down 
oinoo th i s morning) roforonco te - sentra l bank engag e m e nt w l th - tfo e -PX - & MM . Committee , 



— Original Message — 
From; 

Sent: 04 June 2008 15:10 

To: Tucker, Paul; Cross, Michael; Fisher, Paul 

Subject: FW: LIBOR 

Importance: High 

)fs Just came through and Angela Knight called the office. She said you should be aware that the Fed are in 
pad agreement with this latest draft. 



— Original Message- — 

From: _ J On Behalf Of Angela Knight 

Sent: Wednesday, June 04. 2008 2:55 PM 
To: RandalL3.Kroszr.ertv '; Tucker, Paul 
Cc: hayley.boeskyf ; brlan.f.madigan' 

Subject: RE: LIBOR 

****************************************************** 

This email has reached the Bank via the Internet or an external network 
****************************************************** 




t, Tucker, Paul; Fisher, Paul 




Mike 



Dear Alt 



I attach the final draft of the paper as agreed with the BBA Wholesale Committee and FX & 
MM Committee. ! hope 1 have included all your comments and would be grateful for your 
further thcuahts and views. 1 can be contacted at any time and my mobile number is 



Regards 



Angela Knight GBE 
Chief Executive 

British Bankers' Association (BBA) 

"The voice of banking and financial services" 

Pinners Hall 

105-108 Old Broad Street 
London EC2N 1EX 

Tel: i 

E-mail: srtgejaJsnJghL 
Website: mw..bb&o.rg l PJs 



BBA's Annual Banking Conference & Dinner -10 June 2008 

To view the full programme, and register for the event visit mw.&temMMam$mwm 



sender Immediately and delete It from your computer. 

business reasons, 
thereof. 

BBA Enterprises Ltd Is a limited company registered In England and Wales, Registered number 3163894, Registered ofllce: Pinners Hall, 
1 05-108 Old Broad Street, London ECaN 1 EX. 

Wicft n,i f niahalfa; tffp:/toww.bba.OrO.Uk 



This e-mail originated from the Internet and has been scanned for known viruses by the Messagelabs 
SkyScan Service. 



1 



Comments on the Libor paper 

Cross, Michael 

Sent! 04 June 2008 16:50 

To: Alex Merrlman (alex.merrlman' ^ 

Ce; Tucker, Paul; Fisher, Paul; 

Attachments: MKTS_DOCS_259889_l.DOC (159 KB) 

Hi Alsx " ■ " ' ~~~ r ~. : " ~ — — 

We spoke about this on the phons. I attach working level comments from our team In Markets, tracked into 
the draft you sent over this morning. As you will see, they are overwhelmingly of a technical or presentational 
nature, and as far as I can see not overtaken by version 8 Just received (and rapidly perused). 

We discussed section 13 on the phone. As I said, we are not yet signed off on the references to the Bank, so 
we'll need to come back to you In the morning. 

) . .^Best regards, 
jJWike 



>, 

-) 

j 



SANK CONFIDENTIAL 



4.06.08 



THE GOVERNOR'S PRIVATE SECRETARY 



Copies to P/S Ms Lomax 

P/S Sir John Gieve 



From Michael Cross 



Mr Tucker 
Mr Fisher 
MrRodgers 
Mr Wardlow 



BBA LIBOR: BB A CONSULTATION DOCUMENT 




We discussed by phone this afternoon. 



2 Further to the Governor's meeting yesterday, and PMWT's subsequent discussion with Angela 
Knight, we received a revised draft from the BBA seeking the Bank's comments prior to publication, 
which the btSA hopes will be tomorrow or Friday at the latest. 

3 The BBA is concerned that the draft will leak, and so force their hand in publishing sooner 
rather than later. Having agreed with PMWT, and as we discussed earlier, I have this afternoon sent 
the BBA some working level comments, which I have stressed are those of the Markets Area team 
only (attached as 259,889). These are technical and/or presentational in nature. 1 have made it clear to 

^ the BBA that the Bank has not signed off on the direct and indirect references to the Bank, and that we 
/i%hall therefore need to revert tomorrow, particularly on section 13 (the governance section). It is on 
-Ihis section that we seek the Governor' s guidance. 

4 The latest draft (attached as 260,022) incorporates most of the points that we and the New York 
Fed have previously made about widening the range of issues on which the BBA is consulting, i 
spoke to Bill Dudley of the Fed this afternoon. They are broadly content with the draft in that it 
addresses the specific points made in President Geithner's memo. They share reservations that we have 
on section 13. 

5 There are two issues with section 13, in which the BBA seeks to address the governance of the 
LIBOR process and the policing of LIBOR-setting. The first is that In this section of the paper the 
BBA say what they are going to do on governance, but they do not offer to consult. The second is that 
in saying what they are going to do, they refer directly or indirectly to engagement with and/or a role 

MKTS.00C3:2iW3'-l . 



3 A-N'K confidential - 
for the Bank and the- Federal Reserve ( 13.2 and 13.5). Related to this section, there are other, references 
to the Bank in the first and second bullets of the Executive Summary, and at Paragraph 4. 1. 



6 On governance, what the BBA say they will do seems broadly incrementally sensible as far as 
it goes, although we have concerns that they may not go far enough. For that substantive reason, and 
for presentational reasons (and perceptions are important here), we (and the New York Fed) think the 
BBA might do better to re-work the draft so that it: (1) sets out what they are aiming to achieve in 
terms of oversight and policing of the process; (2) describes how they are minded to do that; (3) invites 
comments on (I) and (2). The BBA however think that the credibility of the process is better-served by 
them setting out a definitive position, and they seem to us (and the Fed) to be dug in on this. 

7 Particularly given this, we might want to have direct and indirect references to the Bank (and 
the Fed) removed. As noted above, these are in the first and second bullets of the Executive Summary, 

I J at paragraph 4. 1 , and paragraphs 13.2 and 13.5. There is a risk that references to us by name and to 
central banks generally are taken as imptying endorsement of the particular approach that the BBA sets 
out. The paper could instead refer to engagement with "all interested parties". Alternatively, and 

par t icularly should the BBA decide lu cimsuU on th e gove r nance issues, th e pap e r could note that th e — 

BB A' s consultation plans include invitations to central banks to comment. 

8 We would be grateful for the Governor's views on these points. 




Sterling Markets Division 
4 June 2008 



Mktoael Cross v 



RBi BBA Uto 



Stnti 04 June 2008 20:10 

Tm pSwmmXd^!- 5 ' SP& DGM 0ff!0a; DGFS 0f¥!c9 ' Tucker ' fcWMatots - ED Office; Fisher, Paul; Rodgers, 
Cc: 

Mike, 

does Sea??" 9 * ^ ^ W33 Wfy he ' PfUl an " agra9d Wlfh ^ ap|3raach yoL ' we ' 3 s ^9^t;ng. What 
■ re para 5. we should push them to consult on governance, as you suggess. 

™ En SSfiS™ *5f - B ?f ref ! i : 9nce f should be removed, and replaced with "all interested parties We 
can (an to BBA about their ideas through time, but should not be bounced in this document. 

thanks 



-—Original Message — 

From: Cross, Michael 

Sent! Wednesday, June 04, 2008 6:53 PM 

TOi Governors -GPS; ■ flfiM flfflre- IM PS Off l rF; Tur^ r, Pant ; U fa rt wH - F p nflfe. F [ 5 her, 

Paul; Rodgers, Peter; Wardlow, Andrew; 1 : ' 

Ccs : 

Subject: BBA Ubor 



th?s afterrioon/eva^ f °"° WS Up ° n Ca " S between PMW *' you ' me ' tha NYFed and tna ? BA 

259,889 are the Markets Area working level comments. 
*60,022 Is the latest draft (#8) of the BBA paper. 

1/Iike . 



Fw: LIBOR 
Tucker, Paul 

ganti 04 June 200313:15 
Tot Cross, Michael 

Oil 

AttiCfimmU: BBAOt-#319064-v5-ConstfUcM.DOC <t39 K8) 



To: Angola Knight <«na8taKnIaht< 

Co:brIanAnwdTaari j Tttckdr. Paul 

<haytay.bo«sRy®i — 

aBn1:Wad«Iui\04a2rtl!32200B 

— ^ubjaot: RE: LIBOR 

^^^^^^^ 



H99T, 



•Randy 



"Angela Knight" -sangelaMghtL 
Sent by:' 

08/04/200808:55 AM 

T ° <Randall.S,Kr«zner. v<pauUuckar< 
J <haylay.bp98kyr , <brian.!. m adigan< 

^Subject 

J RE: LIBOR 



D9arA " m ,* t h a BBA Wholesale «^ 

I attach ,h* final d^^ 
hope I have Included al! your oommjnto ana woum » . 
contacted at any time and my mobile number la 



Angela 



Libor 

Angela Knight [angela.knightl 

Sentt 04 June 2008 23.18 
To: Tucker, Paul 

Cc: Alex Marrlman [alex.merrlmar', . 



This email has reached the Bank via the Internet or an external network 
Paul, 

I realise that you will still be locked up with the mpc. However, I thought it might be appropriate to update. 
The draft sent back to the Fed post my discussion with Fed today was sent to you as well. Subsequently we have received 
some detailed comments from the Bank. The clarifications In the technical areas are very useful and are being incorporated. 
As to the prose, some we have used, some are no longer relevant as drafting has moved on, and some we will stay with our 
original phraseology. 

Turning to the points of substance, practlonners consider it a high risk move to say we will consult on the 12month fix. It will 
therefore be clarified in the text. 

Your proposal that we reduce what is said in sectiion 13 on governance I am afraid is not possible. In fact to get a way 
Jforward is going to require a stong governance for libor and the pressure is to do more aot less. 
I atn also assuming that central banks will want to be associated with this in some form and look forward to the phraseology 
you want us to use. 

We have received commentary from the fsa and have incorporated as appropriate and clarified where there were 
misunderstandings. 

The paper is now on its last round. Obviously we are not seeking textaral and grammatical comments. 

Alshl wntitdlsuggest that any p oints of substance would benefit from discussion. 

Look forward to hearing from you. 

Regards 

Angela 



Angela Knight 

Chief Executive Officer 

British Bankers' Association 



This message has been sent from a BlackBerry Device 



. Privileged/Confidential information may be contained In this email and Is Intended only for (ha use of the addressee. II you are not the 
^addressee, you may not copy, forward, disclose or otherwise use the Information. If you receive this ema3 by mistake, please notify the sender 
'"immediately and delete It from your computer. 

Any opinions expressed In this message and/or attachments ere those of the author and do not necessarily represent those of the BSA or BBA 
Enterprises Ltd . Nefther the BBA nor BBA Enterprises Ltd accept responsibility for changes made to this massage after it was sent, as Internet 
communications are not secure. Replies to this emalt may be monitored by the BBA and BBA Enterprises Ltd for operational or business 
reasons. 

Although this emalt and attachments are believed to be free o! any virus It Is the responsibility of the recipient to ensure that they are virus Iree. 
No responsibility is accepted by the BBA or BBA Enterprises Ltd for any loss or damage arising fn any way Irom receipt or use thereof. 

BBA Entsiprlaee Ltd la a limited company registered tn England and Wales, Registered number: 3162894, Registered office: Pinners Hall, 105- 
108 Old Broad Street, London EC2N 1 EX. 



Visit our website: http://www.bba.org.uk 

4* ** *##* #* ++ *#* ■ * »■* *** *t* • ********* 



This e-mail originated from the Internet and has been scanned for known viruses by the Messagelabs 
SkyScan Service. 



Re: Lfbor 

Cross, Michael 

Sent.' 05 June 2008 08:28 
To: Tucker, Paul 



— Original Message — - 

From: Tucker, Paul 

To: Cross, Michael 

Sent: Thu Jun 05 08:24:13 2008 

Subject: Fie: Llbor 



Did you get through to the fed In the end, I gather they were tied up 



1 

— Original Message --— 
From: Cross, Michael 
To: Tucker, Paul; Fisher, Paul 
Co: 

Sent: Thu Jun 05 o argann 2008 
auojecf: Re: Lfbor 

"SS^SSS^Jf"! princ j p, f, S l . h f y are ,a|mlng at re oversight committee and policing mechanisms, how 
22 fll ? t0 T ve towards 1hat ' but a8k ,or comments. Main point on oversight Is to be credible It 
should be senior and representative of stakeholders beyond the BBA panel banks 

I'll deal with Alex M this morning, Incl in writing. 
Mike 



~" Original Message 
vFrom: Tucker, Paul 
jTo: Cross, Michael; Fisher, Paul 
Cc: 

Sent: Thu Jun 05 08:16:14 2008 
Subject: Re: Llbor 

Youpf 

Can you remind me what the governance point Is pi? 
wanted to dilute It. (Sorry) 



I cldnt understand why ak was saying / implying that we 



- — Original Message — - 
From: Cross, Michael 
To: Tucker, Paul: Fisher. Paul 
Cc: 

Sent: Thu Jun 05 08:10:23 2008 
Subject: Re: Llbor 



?t the ^ ernor,s re( * uests ' sha[l 1 P ass that on to Merrlman? (Phone and writing.) Or have you or will vou to 
A Knight? On governance consuita'tton, -they took dug in. But they will obviously have to remove the 
references to us and Fed. 



Original Message — 
From: Tucker, Paul 
To: Cross. Michael; Ffaher, Paul 
Cc:! 

Sent: Thu Jun 05 07:02:39 2008 
Subject: Fw: Llbor 

Tba 

Not sure I understand the point about governance 
Paul 



■ — Original Message — 

From: Angela Knight ongela.knfght' 

To: Tucker, Paul 

Cc: Alex Merrfman <alex.merrlman ' ■ 

Sent Wed Jun 04 23:18:54 2008 
Subject: Llbor 

This email has reached the Bank via the Internet or an external network 



Paul, 

I realise that you will still be locked up with the mpe. However, 1 thought It might be appropriate to update. 
The draft sent back to the Fed post my discussion with Fed today was sent to you as well. Subsequently we 
have received some detailed comments from the Bank. The clarifications In the technical areas are very 
useful and are being Incorporated. As to the prose, some we have used, some are no longer relevant as 
drafting has moved on, and some we will stay with our original phraseology. 
Turnfng to the points of substance, practionners consider it a high risk move to say we will consult on the 
12month fix. It will therefore be clarified in the text. 

Your proposal that we reduce what Is said In sectilon 13 on governance I am afraid is not possible. In fact to 
get a way forward is going to require a stong governance for llbor and the pressure is to do more not less. 
I am also assuming that central banks will want to be associated with this in some form and look forward to 
the phraseology you want us to use. 

We have received commentary from the fsa and have incorporated as appropriate and clarified where there 
were misunderstandings. 

The paper Is now bit its last round. Obviously we are not seeking textural and grammatical comments. 

Also I would suggest that any points of substance would benefit from discussion. 

Look forward to hearing from you. 

Regards 

Angela 



Angela Knight 

Chief Executive Officer 

British Bankers' Association 



This message has been sent from a BlackBerry Device 

Privileged/Confidential Information may be contained In this email and Is intended only for the use of the 
addressee. If you are not the addressee, you may not copy, forward, disclose or otherwise use the 
Information. If you receive this email by mistake, please notify the sender Immediately and delete it from 
computer. 



Any opinions expressed in this message>and/or attachments are those of the author and do not necessarily 



"~f "'WIOCI 

Sent: 05 June 2008 ll;3g 

To: Blllbud(ey(Wllllam.Dudle* 

C« Tucker, Paul; F/shar, Pauf; 



references to the Bank of England S Jie paper 9 ( } a8Wng ,hem 10 r ™pve direct and Indirect 



Regards, 
Mike 



Cross, Michael 

Sent: 05 June 200617:09 

To: Atex Merrfman [a!ex.merrIman<T 1 

Cci John Ewan Qotin.ew&." : Angela KntfihtEangala.knlght . Ticker, Paul; Fisher, Paul 



Alex 

Many thanks. 

' On governance, it Is possible that we are slightty at cross-purposes. Like you, we favour strong and credible 
governance and the tools to bring that about. Our point is that stronger governance would be better-served in 
substance and perception if you set out what principles you are looking to achieve, and then say how you 
propose to achieve that In terms of steps you might take, but be open to consultation on both the principles 
and the specific steps. ( think that's largely a question of re-working what you already have, and Inviting 
comments, rather than watering it down. 

On the Bank's name, we have a clear line that It should not be used. I understand that the FSA and the 
Federal Reserve have the same position. Neither can we accept "relevant central banks...eto". That will 
/-"^obviously be taken as Implying our endorsement of the proposals you make. Hence our suggestion that you 
' /refer to "all interested parties", as we and I am sure the far wider community with an Interest In Llbor would of 
course be happy to discuss your Ideas on the basis of this paper, 

Mike 

Original-Message-"" — ...... ■ , 

From: Alex Merrlman , _____ 

Sent Thursday, June 05, 2008 4:43 PM 
To: Cross, Michael 
Cc: John Ewan; Angela Knight 
Subject: FW: Llbor 



it******************************** ************************** 

This email has reached the Bank via the Internet or an external network 
*********************************************************** 

Dear Michael, 

thanks for the e-mail. Here is what Angela replied to Paul last night. 

) As you can see , it Is very important to have something of substance to say in Section 13. We need to 
demonstrate that we are doing something "strong" on governance. Our FXMM Committee are In agreement 
with this, and It Is them, as the affected institutions, that are the potential victims in all this. The Fed have 
suggested to us that governance needs to be even stronger, so we find ourselves somewhere in the middle, 
as you appear to want less. 

On the mention of the Bank's name, obviously we would welcome being able to quote It, not least because we 
believe that LIBOR is one of the pillars of the financial system, and central banks worldwide and the financial 
system as a whole have an Interest in maintaining its relevance and accuracy. We cannot accept "Interested 
parties" as this Is just too weak, but believe that "relevant central banks and other interested parties", might 
well do the trick. 

Alex 

- — Original Message — 
From: Angela Knight 
Sent: 04 June 2008 23: 19 
To: 'paul.tuckev* 
Cc: Alex Merriman 
Subject: Libor 



f realise that you will still be looked up with the mpc. However, { thought it might be appropriate to update. The 
draft sent back to the Fed post my discussion with Fed today was sent to you as well. Subsequently we have 
received some detailed comments from the Bank, the clarifications in the technical areas are yen/ useful arid 
are being Incorporated. As to the prose* some we have used, some are no longer relevant as drafting has 
moved on, and some we will stay with our original phraseology. Turning to the points of substance, _ 
practlonners consider It a high risk move to say we will consult on the 12month fix. It will therefore be clarified 
in the text. Your proposal that wo reduce what Is said In seotiion 13 on governance i am afraid Is not possible. 
In fact to get a way forward is going to require a etong governance for ilborand the pressure is to do more not 
less. I am also assuming that central banks will want to be associated with this in some form and look forward 
to the phraseology you want us to use. We have received commentary from fhe fsa and have Incorporated as 
appropriate and clarified where there were misunderstandings. The paper Is now on lis last round. Obviously 
wears not seeking texfura! and grammatical comments. Also i would suggest that any points of substance 
would benefit from discussion. Look forward to hearing from you. Regards Angela 



Angela Knight 

Chief Executive Officer 

British Bankers' Association 



This message has been sent from a BfackBerry Device 
a******************************************** 

Privlleged/Confldentlaf Information may be contained in this email and Is Intended only for the use of the 
addressee. If you are not the addressee, you may not copy, forward, disclose or otherwise use the 
Information, if you receive this email by mistake, please notify the sender Immediately and delete It from your 
computer. Any opinions expressed in this message and/or attachments are those of the author and do not 
necessarily represent those of the BBA or BBA Enterprises Ltd. Neither the BBA nor BBA Enterprises Ltd 
=aflfiapt MaponaihiiHy-terjihangBs-made toihis message aft er It was sent, as Internet communications are not 
secure. Replies to this email may be monitored by the BBA and BBA Enterprises Ltd for operational or 
business reasons. Although this email and attachments are believed to be free of any virus it is the 
responsibility of the recipient to ensure that they are virus free. No responsibility is accepted by the BBA or 
BBA Enterprises Ltd for any loss or damage arising in any way from receipt or use thereof. BBA Enterprises 
Ltd is a limited company registered In England and Wales, Registered number: 3162894, Registered office: 
Pinners Hall, 1 05-1 08 Old Broad Street, London EC2N 1 EX. Visit our website: http://www.bba.ora.uk 
********************************************* 



This e-mail originated from the Internet and has been scanned for known viruses by the Messagelabs 
SkyScan Service 



RE: BBA Libor 

Cross, Michael 



06 June 2008 13:59 „ M „~ fl . Tucker, Paul; Markets ■ ED Office; Fisher, Paul; 



s ant[ uo r . — Governors - GPS) DGM Office; DGFS Of**; 

To! Rodgers, Peter; Wardiow, Andrew; 

cei 

Importance: High 

Attachments: BBA01-#319613-vl-Re-workln~l.DOC (55 KB) 



, « fho BBA on 8.13 of their paper. FSA and NY Fed 
It's been hard poundfng, but here's where we've now go the BBA 

nave been In line with us. ' hlc h look alright), a set of measures (ditto) 

a ^n^iontocom m ent.Solthln k thatsOK. " —^^^p^.. 

vJUsteerplease. rtna0 ,na relationships with relevant centra! banks, 

. „ a ,*i34 there is a sentence "The Committee wilt ensure Jjg^JK-. it might be better if Jw say 

relationship with the BBA. in the public and 

h par. 1 U there „ a ^Jg • ""^SSSS 2S8£/- - ^ s 

private sectors". I'd suggest they might be better to say 
in the private and public sectors. 



Mike 



Original Message— 

) SSI' Wednesday, June 04, 2008 8:11 PM offlce; Tucker , Pau |; Markets - ED Office; Fisher, 

TO! Cross, Michael; Governors - GPS; DGM Office, gura ^ 
Paul; Rodgers, Peter; Wardiow, Andrew; 



CCi 

Subjects RE; BBALIbor 

Mike, 



u , , , B „d«««dwBh the approach you were suggesting. What 
the Governor thought your note was very helpful and agreed 
does that mean? 

,„ l- ■ ■ and replaced with "all interested parties . We 

- re para 7 he agrees the B 'SlS!^^^^ *° *™* h ** d ° CUment ' 
can talk to BBA about their ideas through time, ». 



thanks 



— — Original Message- 
From^GFOss/ Michael - 



S"Govemors day ' JU " e ° 4 ' 2008 6;S3 PM 

Paul; Rodgers, Peter/ Wardlow, Andrew^ 0fflce;DGFS Office; Tucker, Pau/; Markets- ED Office; Fisher, 
Cc: ■ ' '■ 

Subject: BBA libor 



m!Tem^TnZ^9^ S6d M ° m Up ° noa,,s ^tween PMW, you, me. the NYFed and the BBA 
259,889 are the Markets Area working level comments. 
260,022 Is the latest draft (#8) of the BBA paper. 



Mike 



O 



FW: Re v ised S 13 of the LIBOR Paper 

Cross, Michael 

Sent: OS June 200B 17:09 

To: Tucker, Paiil; Fisher, Paul 

Sensitivity: Confidential 



thanks for guidance. Here's what I Ve gone back with. Mike 

--—Original Message — 
From: Cross, Michael 
Sent: Friday, June 06, 2008 5:02 PM 
To: Alex Merriman 

Cc: John Ewan; 

Subject: RE: Revised S13 of the LIBOR Paper 
Sensitivity: Confidential 

' ^ Alex 

f VThank you for this. Trie general shape is now close to what i had In mind In lerms of setting out principles, 
■ , iproposals for achieving those principles, and seeking comments from all interested stakeholders. 

Thank you also for removing the references to the Bank of England. I have two further requests on thjs 
section, to make the point that central banks are open to dialogue rather than committed to participation in a 
process. 

Para 13.4 ■ coufd the penultimate sentence please be amended to say: "The Committee will ensure ongoing 
. dialogue wjth relevant central banks, and other interested groups and organisations." 

Para 1 3.6 - could the penultimate sentence please be amended to say: "The BBA will seek the views of all 
Interested parties in the private and public sectors." 

Like I took forward to seeing a full revised draft of the full document at a later stage. 
Regards 
1 'like 



—-^Original Message — 
From: 

Sent: Friday, June 06, 2008 4:01 PM 
To: Alex Merriman; Cross, Michael 
Cc: John Ewan; 

Subject: RE: Revised S13 of the LIBOR Paper 
Sensitivity: Confidential 

This email has reached the Bank via the Internet or an external network 
************************ ***^ 

**«*»*«*****<,*************************♦********************■■***** 



Your attention Is drawn to the warning notice at the end of this message, 



Thank you for sharing this with us. I have only a couple of short points; 

tmSdU ^maS^liZ^ll V L ew tftat sr ? ater GW?r ths sc * mechanism will be greatly 
E i MmSSK^fES « L.bor For example, the original draft had a point around submitted rates 

-ttfSMSSnllS cffitaS^Zt hM T been rem0V9d ' " P° ssib,e t0 fnclud * ™' e detail around 
me exact steps me Committee will take to ensure the Integrity of Ubor will, I believe, have a significant Impact. 

fteSfZfvlaw hS32?.; .? «.? eW * S ? Ct,0 Il 8 on J he revlew of Committee and Panel members are a positive 
stdSSTS m?J SLS'SS r h ° * b,S WSomiittm Is or what length of terms the members 
memberl X» £ U'nEtSSS 1 ? 'fi 81 ° a 1 be p S? vWed whllst not rsveal,n S the idantit V of committee 
S! a ml S s f T y bSnSfid ? ' I h ? marit9t wll! want to sae th * members are appointed or elected 
through an open and fair process which gives representation to a suitable variety of stakeholders. 

Regards 



Capital Marttets SactorTsam 
Financial Services Authority 

— SS-ThaNflrth'GelonnadaT-Ganflry-VVhaff.-London-EWSHS.. 



Pletue consider the environment before printing this e-tndl 

—Original Message™- 

From; Alex Merrlmart [maiIto:alex.merrimar ' 

Sant; 06 June 2008 12:22 

To: mlchael.crossO 

Cc: John Ewan 

Subject; Revised S13 of the LIBOR Paper 
Importance: High 
Sensitivity: Confidential 

Dear Michael and 

Thank you for your comments so far.' 

As mentioned to Michael this morning, we have been thinking about how to address some of vour 
SmSS ■etoSite™ °" 8trensthening 9° V6rn a nc e aspects, and the attached Is a first stab at how 

Let me know, please, If you have any further points. 

Best 

Alex 



AlexanderJSMerriman 

Executive Director, Wholesale & Regulation 

British Bankers' Association 
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THE GOVERNOR'S PRIVATE 
SECRETARY 



Copies to PS/Ms Lorhax 



PS/Sir John Grieve 
Mr Fisher 
MrRodgers 
Mr Wardlow 



VIA MR TUCKER 



From Michael Cross — - 

BBA REVIEW OF LIBOR 

1 You asked for a note that set out a proposed strategy to maximise the probability that the 
BB A's review of LIBOR results in a satisfactory outcome. Tie BB A's review arises from two 
sources of questioning of the status quo: (a) some essentially technical issues around the nature of the 
fixing process; (b) the transformation of LIBOR from a measure of London money market conditions 
in different currencies to being the basis of pric ing of a global derivatives market, and so a key part of 
the global financial infrastructure, and therefore requiring governance arrangements to catch up. 

What is a satisfactory outcome? 

2 We think a satisfactory outcome of the review from the Bank's perspective is improved 
confidence in LIBOR, and for this to be achieved in a way that leaves open the room for future 
innovation and development of other reference rates (for example OlS-based contracts) if that is what 
the market wants. In engaging further with the BBA, we need to continue to be careful to ensure that 
the Bank does not lend, and cannot be represented as lending, its imprimatur to LIBOR; particularly as 
that could be detrimental to the development of alternative rates, 

3 On process, the BBA should be encouraged to undertake a genuine consultation, proactively 
seeking out the views of stakeholders beyond its own membership to a wider range of banks and other 
market participants (e.g. asset managers, including hedge funds), as well as the authorities. It should 
be encouraged to publish the results of its consultation, either separately as a prelude to or as part of a 
follow-up paper that sets out the changes that it will make. 



4 Our view is that the most important thing for the BBA to achieve in its review is to strengthen 
its governance process around LIBOR. Concerns in this area are at the root of the various technical 
iVfarfcets:as1913v1 



BANK CONFIDENTIAL 

^ ^m^^^ ^^^^^^^^^ ^ of reservations of LIBOR as the basis 
of the global derivatives market. 

5 Specifically, the BBA could overhaul its existing governance machinery - the Foreign 
Exchange and Money Markets Committee - so that: (i) the existing BBA panel banks were represented 
at a higher level (for example, bank treasurer rather than head of treasury trading); and (ii) 
representatives of the wider group of LIBOR stakeholders were also included (banks, asset managers, 
hedge funds, etc). For the dollar LIBOR fixing in particular, wider participation by US banks is the 
BBA' s best chance of ensuring that it retains the initiative rather than seeing it pass to New York. An 
enhanced governance machine, at a senior enough level to carry credibility in terms of the LIBOR 
process and the process of LIBOR submissions in individual banks, would be the BBA's best response 
to the range of issues that prompted the review. 

6 We do not think fcat central banks should be formally involved in the LIB OR panels and 
processes.butwedo^weshonM.m.in.amawa^mgbdef. W. know that the Federal Reserve 
and the Swiss National Bank wish, like us, to engage with the BBA on its review. 



7 n»-.«te--^•«~ rfto ^* - " ,l< * lb, *** ,i, " , 

taeastronsview.beyondencou^^ 



T)ijpnn1c , aatra.te«v 
8 



„ We lave toe main avenue,: direct engaganent with the BBA; engagement with market 
objective, on LIBOR governance; and engagements with otea.thortt.es. 

at working {Markets HoD/BBA Director) level. 

10 ^w■to»*»«*^* to * ,l -■ < * ,l,l,,l-,fc ' , , 

^couple of weeks, which willbe an opportunity to discuss tee issue, These arethe sort of people 
« ft** shodd be on the BBA's LIBOR govemar.ee coatee. We can ..so take the opportune 



BANKCQNPTppivrrTAT, 



ex. 



,provrdedT)y_a-catch r up meeting with ICAJ> (which has just launched ite own one and threemontl 
dollar unsecured funding survey products) to discuss issues from their perspecti 



live. 



II MC and the SMD management team can also take the opportunities presented by routine 
contact with a broad range of UK market participants to sample opinion on theBBA's consultation 
paper, and to encourage responses. In addition to the banks and building societies that are SMF 
participants, this exercise could embrace the 'buy-side* including/institutional asset managers in 
London and Scotland, hedge funds, etc. 

1 2 In addition, and continuing the relationship that developed when the BBA's paper was in 
gestation, MC could speak to and coordinate with the Federal Reserve, the Swiss National Bank and 
theFSA. 

13 On the basis of these consultations with the BBA itself and the wider stakeholders, we will be 
able to judge what specific further steps the Bank should take to achieve a satisfactory outcome. 

14 Is the" Governor a>nteW With the proposed strategy set out above please? - — -■ - — , 



Markets 

Sterling Markets Division HO-1 
26 June 2008 

Michael Cross 



-^rjptafOov^ 

BBA RsvWtf yTqgP 

Mr Tucker/Mr Cross, 




BANK CflNTTHRNTTAT. 



26.06.08 



THE GOVERNOR'S PRIVATE 
SECRETARY 



VIA MR TUCKER 



From Michael Cross 



Copies to PS/Ms Lomax 

PS/Sir John Gieve 
Mr Fisher 



MrWardlow 



1 



You askfd^.a note that set out a proposed at^gytohfimsimpmymmwt mS^' 
' sii/a satisfactory outcome. ll» BBA r s review ansesftomtwfi 

the 




BBA's review of LIBOR results h/a satisfactory outeomeT The BBA's review arises 
sources of questioning of the status quo: (a) some essentially technical issues around thenaj 
fixing process; (b) the transformation of LIBOR from a lueasureofLjiidm'iin^ey market conditions 
in diiferent currencies to beiagJho-bacij (rfpridnfoFa^obal derivatives market, and bo a key part of 



the global iinancjgfmfrastructure, and therefore requiring governance arrangements to eaten up. 
What is a satisfactory outeorae? ^ 



2 We think a satisfactory outcome of the review from flie Bank's perspective is improved 
confidence in LIBOR, and for this to be achieved in a way that leaves open the room for future 
innovation and development of other reference rates (for example OIS-based contracts) if that is what 
the market wants. In engaging further with the BBA, we need to continue to be careful to ensure that 

,) the Bank does not lend, and cannot be represented as lending, its imprimatur to LIBOR; particularly as 
that could be detrimental to the development of alternative rates. 

3 On process, the BBA should be encouraged to undertake a genuine consultation, proactively 
seeking out the views of stakeholders beyond its own membership to a wider range of banks and other 
market participants (e.g. asset managers, including hedge funds), as well as the authorities. It should 
be encouraged to publish the results of its consultation, either separately as a prelude to or as part of a 
follow-up paper that sets out the changes that it will make. 



4 Our view is that the most important thing for the BBA to achieve in its review is to strengthen 
its governance process around LIBOR. Concerns in this area are at the root of the various technical 



questions around LIBOR setting, and form amajor underpinning of reservations of LIBOR as the basis 
of the global derivatives market. 

5 Specifically, the BBA could overhaul its ©dating governance machinery - the Foreign 
Exchange and Money Markets Cormnittee-softat:©^ 

atahigherlevel^or example, bank treasurer ra^ 

representatives ofthe wider group of UBOR stakeholders were also included (banks, asset managers, 
hedge fends, etc). For the dollar LIBOR fixing in particular, wider participation by US banks is the 
BBA's best chance of ensuring that it retains the initiative rather than seeing it pass to New York. An 
enhanced governance machine, at a senior enough level to carry credibility in terms ofthe LIBOR 
process and theprocess of LBOR submissions mmdividual banks, would be the BBA's best response 
^ to the range of issues that prompted the review. 

6 We donotthmkthatcentral banks shodd be fonnalfymvdvedm the LBOR panels imd 
processes.butwedott^westo^^ We know thatthe Federal Reserve 
and the Swiss NationalBankwish, like u». to engage with the BBA on its rwiew. . 



7 There are omer, essan^ 

take astrong view, beyond encouragmg the BBA to ccm^ 

TMr strategy 

m 8 Wehavetnreemamavenue^^ 
T parSoipants.andp^^ 

objectives on LIBOR governance; and engagements with other authorities. 

9 terms of me engaged ^ 
views Therearerefpiiarmee^ 

way to have an initial exchange of views at senior level. PMWT and MC can also arrange to meet with 
the chairman ofthe BBA's FX & MM Committee, under the guise of a general catch-up meeting, to 

oiscuS9 ourviews.^ 

at working (Markets HoD/BBA Director) level. 

10 PMWTandMCareduetohoUamee^^ 

next coupleof weeks, which will be an opportunity to discuss these issues. TTtfse are the sort of people 
we think should be on the BBA's LIBOR governance committee. We can also take the opportunity 



BANK CONFIDENTIAL 

provided by a catch-up meeting with ICAP (which has just launched its own one and three month 
doUar unsecured funding survey products) to discuss issues fi^m their perspective. 

11 MC and the SMD management team can also take me opportunities presented by routine 
contact with a broad range of UK market participants to sample opinioa on the BBA's consultation 
paper, and to encourage responses, fia addition to the banks and building societies that are SMF 
participants, this exercise could embrace the 'buy-side' including institutional assetmanagers in 
London and Scotland, hedge funds, etc. 

12 In addition, and continumg the relationship mat developed when the BBA's paper was in 
gestation, MC could speak to and coordinate with the Federal Reserve, the Swiss National Bank and 
theFSA. 

(~) 13 On the basis of these consultations with the BBA itself and the wider stakeholders, we will b< 
able to judge what specific further steps the Bank should take to achieve a satisfactory outcome. 

14 is the Governor content with the proposed strategy set out above please? 



Markets 

Sterling Markets Division HO-1 
26 June 2008 

Michael Cross 

) ■ 




jam..; OroM, MichwlVFS-HObS; Pew: 
jenkinson and 

Currant conditions in the banking ssotor on h/ around 6 banks doing any 

BankinS BiH Reform ^, ataa tRondoo over August. 

" „ «. > th. BBA would work carefully though th* . 

Angela noted that the BBAwou. _ mBchtob ^ resolution whj 



Ang9l anotedtnattheBBAwould W orkcare.u liy M — -- ■ .^^^JW, 

L ibor Review ( . „ nment next m ek, sharing it with central 

t>a broadened to include no 
for engagement. 



From: Cross, Michael 

Sent: 30 July 2008 09:56 ,„ M 

fo: Qovernora • GPS: DGM OffieB: DflFS Office: Scott, Jenny; Wardlow, 

Andrew; Fisher, Paul; ' 
Cc: Tucker, Paul; Markets • ED Office; 

Subject: RE: LIBOR Review 

Attachments: BBA01-ra22279-v7-Dra^ 

PMWTand I mat Angela Knight and John Ewan on Monday to discuss the BBA's draft feedback statement, which 
we received last night (attached). 

IMs very largely as previewed in my e-mail of 16 July below, and In aubstanqel think It Is satisfactory, On that basis, I 
suggest thai It Is not necessary to give the BBA extensive comments. If addressees are content with the thrust of the 
BBA's response as described below, and subject to two particular points (underlined below) on which it would be 
helpful to receive guidance from the Governor, I propose to revert to the BBA to that effect by the deadline they set of 
close tomorrow. 

The draft confirms that the BBA Intends to overhaul the governance arrangements around Llbor, that it has engaged 
/Afford Chance to advise and to help It work up the details, which will be released in due course.The overhaul meets 

J points we (and the Federal Reserve and others) have made concerning the credibility of the committee that ^ 
J^ees LIBOR and polices the regime,. The changes will include expanding the committee that oversees LIBOR to 
Iff ie rates users (derivatives exchanges, asset managers and corporates will be represented) as well as banks, 
lOcommittee will create a new, published framework that will set out the principles and procedures under which me 
BBA will operate LIBOR. A sub-committee will be created that will Issue reinforced instructions to contributing LIBOR 
panel banks, and scrutinise and police contributor bank submissions. The BBA will actively seek to Increase the size 
of its contributing bank panels, 



^ha^BA's draf f r<*** M R hg * "^a^ ^nJnyJtatioritoj'eleyent public hodias and central banks to observe their 
processes". Precisely what that might amount to In practice fs something they will wish to discuss with us further, For 
our part, we have indicated that It Is unlikely that the Bank. will wish to have formal observer status but that we would 
wish to be kept informed of developments/most likely as part of the continuing regular but informal dialogue with the 
BBA. The BBA Is not pressing for more than that. If the Governor la content for the Bank to follow that general 
approach, we cm take forward the areolae modali t ies with the BBA. liaising whara helpful with other Interested gentrai 
banks. The Federal Reserve is irt the same position as us. The Swiss National Sank and the Bank of Japan would be 
prepared to ba formal observers on the BBA's committee, but from informal conversations I think the Swiss and 
probably the Japanese would be likely to follow our lead. 

^ere Is one othar area on whfnh It would be hateful to have guidance from the Governor, which Is whether the Bank 
Jbiild be identified Im aYasoondent. The BBA's draft sats out a list of Institutions that have responded to the 

. T_ ; ■ - — - — -r i «._ „_i„ii_. .I. «... a.. ,« ko»lr>»-Tlia Ran If ftf Pr 



J~*< ijtation, and notes that other respondents 'wished to contribute on an anonymous basis". The Bank of England 
sf • Je Federal Reserve are in the latter group(as Is the FSA). The Bank of Japan, ECB and Swiss National Bank 
-ak M as respondents. It Is generally known that the Bank has been engaged in the debate about LIBOR from 
discussions that we have had with banks etc, but our engagement with the BBA has been in the form of meetings and 
telephone dialogue rather than a formal written response • that might be one argument for the Bank not to be 
Identified in the BBA's list. ■ 

On more detailed points, including the possibility of a second later US dollar fixing, there was almost no appetite for 
change from respondents. As noted below, the closeness of ICAP's new NYFR rates to BBA US dollar LIBOR nas 
taken the heat out of that issue, and in conjunction with the changes the BBA proposes to governance etc much of 
what heat there was in other more technical Issues has very largely dissipated. 

One issue that the BBA will flag as needing further exploration is the question of whether it should pursue a separate 
continental European dollar index. This had been suggested by some (medium-sized) European banks and trade 
associations such as the European Banking Federation and the (Paris-based) ACI (the Financial Markets 
Association). Angela Knight thought it possible that the ECB had had a hand in inspiring the feedback. The BBA 
would explore further on the grounds that if there is a desire for this sort of thing, it seemed preferable to have it within 
the tent than outside. If such a product did develop, the BBA would not wish it to share the LIBOR name or risk having 
it create confusion or detract from the stability of the LIBOR fixing. 



Mike 

1 



----Orialnal Message — 

From:. 

Sent; Friday, July 18, 2008 2:38 PM 

Tp: ..Crass, Michael; Governors - GPS; DGM Office: DGFS office; Scott, Jenny; Wardlow, Andrew; Fisher, Paul; 

Cc: tucker, Paul; Markets - ED Office; 
Subject: RE: LIBOR Review 

Mike,' 

the Governor asked to pass on that he thought that this ail sounded quite constructive and to carry on as planned, 
thanks 



— Original Message — 
From: Cross, Michael 
Sent: Wednesday, July 16, 2008 3:40 PM 

To: Governors - GPS; DGM Office; DGFS Office; Scott, Jenny; Wardlow, Andrew; Fisher, Paul; 

Ce: Tucker; Paul; Markets - ED Office; 
Subject: LIBOR Review 

PMWT, MC and _ . - had a teleconference with Anaeia Knight and John Ewan of BBA on Friday 1 1 July, re 
the responses the BBA had had to Its consultation document and next steps. 

On governance of the process, the BBA took the points that we and other central banks had made re making it fit for 
purpose. BBA had engaged Clifford Chance to help them work through It. Current thinking was that the over-arching 
governance committee needed to Include rate users as welf as banks, AK mentioned LIFFE specifically. PMWT 
encouraged her to Include asset managers and hedge funds too, which AK was receptive to. 

On the related question of central bank involvement AK was still in discussions at senior level with interested central 
banks - she was at the time in Washington where she was due to meet with Randy Krozner. BBA is looking for an 
arrangement whereby central banks observe the governance process in some form : at one end of the spectrum that , 
could Involve formal observer status on the over-arching governance committee; or, at the other end, something far -.1 
less formal and visible. PMWT said he thought It likely we'd want to be at the latter end of the spectrum (and I know (. 
from a subsequent call from the New York Fed that that Is their position.) 

On more detailed issues, AK said that the responses to the consultation had not revealed demand for a second later 
US dollar fixing, which had been one of the Fed's suggestions. That perhaps reflected the fact that ICAP's new NYFR 
Fixings (a survey-based measure of 1 and 3 month unsecured bank funding cosls in New York trading hours) had 
been so close to BBA dollar LIBORs (within a couple of basis points) since their launch a month ago. (The NY Fed 
told me that had reassured them, and to their mind now made a second LIBOR fisting much less of a need.) There Is 
however some desire from continental European banks for a European dollar index that seeks to capture US dollar 
trading in continental Europe • at the time, it wasn't clear to AK whether that was a substantive or a cosmetic request, 
she said she's send us a note of the .BBA's thoughts on that 

It was agreed that we would discuss again when AK had completed her consultations and the BBA's thinking on 
governance in particular had taken more definite form. A meeting Is scheduled for 28 July. 

MC 

. -n l-j imanaga pi] 



From* Cross, Michael- 

Sen™ 18 November 2006 17:36 

230908.DOC 

Sensitivity; Confidential 



— Original Message — 

From: Alex Merriman [mailto:alex.merriman<§)bba.org.u-fc . 

Sent; Friday, October 17, 200B 4:23 PM 

Tot Tucker, Paul; Cross, Michael 

CesJohnEwan 

Subject; LIBOR 

Sansifiivlty: Confidential 

'),* M M«*«M**********+************************ 

' f ™il has reached the Bank via ^^^S^^SS!^ 

iXj*********************************** 

Paul, Michael 

First of all eangntuWwi on getting out the paper yeaterday: full ol good feature!. 

limbo Just recently, as we have had our own struggles with ubuh, jusi as you 
The dco is not in the public domain, but if you di d ha« 

when we will launch, but if you were able to offer some feedback over the next coup.e 
great. < 

Best wishes 

^ tfider J S Merriman 
'fcWiitlve Director, Wholesale & Regulation 
British Bankers' Association 

Tel No (office); 
Tel No (mobile): + • 

Tel No (Sec): 4 . < 

F.mflih alax .merriman 
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